


AUGUST 4, 1950 15 CENTS 


V.L% No.5d 


SA cur i civian 
item csereaae GOODS: HOW BIG? 


World Report (& 


RVIEW WITH BEN MOREELL: Dividing Up Steel 


ra2cwe 


uvo N 

notriviS 3 
ALISUZAT? 

Auvudiy 39377109 § 


Old Forester 
Mint Julep Time 


me OTTLED IN wor? 
_ ee 
IWsossis" 


OD 
ORES res 


= eee 


wll” 


FB, 


: ne 


Nowy. ano sormen OF earl 
FOR pistitcers CORPO 


S 
WT Wuisvitte in KENTUCKY é 


Jule ep time is always Old Forester 

time! —a traditionally famous combina- 

tion for over eighty years! As you enjoy this 

most outstanding of Kentucky bonded bourbons, we 


know you, too, will agree—as it says on the label: 
: , n te : 


100 Proof e¢ Bottled in Bond BROWN-FORMAN DISTILLERS CORPORATION e At Louisville in Kentucky 
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“When I first heard about that National 
Accounting Machine, | thought our 
firm was too small to afford it. I’m glad 
) | changed my mind. 

“When I was shown that you could 
handle a// our accounting jobs on that 
one machine—receivables, payables, sales 
and expense distribution, general ledger, 
stock records—even payroll—that con- 
vinced me. 

“lm always amazed how you switch 
from one job to another ina few seconds, 
just by changing those form-posting bars! 
“And that machine has saved us so 


"..and I thought 
our business was too small 
for that machine!" 


much time, it looks like it’s repaying its 
entire cost this first year—and next year 
its savings will be clear profit!” 

* * 


Large concerns, too, are enjoying the 
flexibility of this National MULTIPLE- 
DUTY machine that permits transferring 
machines from one department—or job 
—to another during peak-load periods. 
Whether your business is large or small, 
have our nearest representative show 
you what you can save with National 


Mechanized Accounting. 


THE NATIONAL CASH REGISTER COMPANY National 


ACCOUNTING MACHINES 
CASH REGISTERS © ADDING MACHINES 





Get this FREE 
20-page booklet 
from our local 
representative, 
or write to the 
1 Company at 
t Dayton 9, Ohio. 








Users’ Report on the 
...the Newest 


Now on sale in 30 states, proved by thousands of users, it will 
soon bring added safety to all American motorists! 


HIs is the first nation-wide report 

on the amazing, revolutionary B. F. 
Goodrich Tubeless Tire—the tire that 
has no tube to go flat or blow out! 

—the tire you've seen pictured and re- 
ported in Life, Popular Science, Reader's 
Digest and in other leading magazines 
and newspapers! 

—the tire motorists have longed for, en- 
gineers have dreamed of, for 53 years! 

Under constant test for the past five 
years on police, taxi and test fleets, it is 
now on sale in 30 states. To supply these 





we 
“,.. saved the price of a complete set of reg- 
ular tires and tubes on repair bills.”’ (on 
police cars) —W. E. Dobson, Chief of 
Police, Glendive, Mont. 


“Soundest tire investment I ever made for 
riding comfort, trouble-free motoring...” 


—H. W. Eskuche, Salt Lake City, Utah. 





areas takes all of our present production. 
As soon as production permits, the TuBe- 
less Tire will be offered everywhere. 

Already thousands of motorists are 
driving on BFG Tubeless Tires. 

Yet in all the time these tires have been in 
use we have never heard of a Tubeless Tire 
blowing out under normal running condi- 
tions due to bruises or impacts—the usual 
cause of blowouts. 

And it also seals punctures! 

A gummy material under tread (X-ray 
photo below, right) seals punctures in- 





“We are convinced that B. F. Goodrich 
Tubeless Tires are the most economical 
tires for us.”’—T. C. Lane, Rent-A-Car 
Service, Mason City, Iowa. 


“.,. no flats in 16,406 miles, versus average 
of 2 flats per 3,000 miles with regular tires.” 
—J. T. Byars, Chief of Police, Flint, Mich. 





stantly, permanently. Ridges built into 
the tire bead form an airtight seal on 
standard rims. A special valve fits your rim. 
The B. F. Goodrich Tubeless Tire holds 
air longer than tires with crude rubber 
tubes. Itruns cool and safe at high speeds, 
It has famous BFG “‘rythmic-flexing 
cords” fora‘‘Rythm Ride’’. And motorists 
report riding comfort unknown with tires- 
and-tubes. Yet the Tubeless Tire costs 
LESS than a regular tire and safety tube! 
If you don’t know where you can buy 
the Tubeless Tire—or if you live in an 
area where the tire is not yet on sale— 
we'll be glad to send you the address of 
your nearest B. F. Goodrich retailer, 
together with the approximate date when 
he will have the Tubeless Tire for sale. 
Just tear out this ad and write your name 
and address on the margin. Send it to 
Tubeless Tires, The B. F. Goodrich 
Company, 502 S. Main, Akron, Ohio. 


— 








Now on sale in shaded areas shown on map. 





“Pulled out a large nail that would have 
ordinarily let us down... without any loss of 


air.” —M.S. Mitchell, Huntington Park, Cal. 
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Tubeless Tire 





B.E Goodrich First! 











“89,865 miles without a flat.”’—4-cab fleet “61,738 trouble-free miles, although sharp “Sense of security, freedom from tire trouble 
record of C. Lowery, Marion, Ind. tron nails have been removed from tires.” — makes me a confirmed booster for BFG 
Jj. A. Peters, Charleston, W. Va. Tubeless Tires.” —C. F. Smith, Denver, Col. 
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‘,.» less checking for air... tires picked up "10,000 miles... look like the day they were “Over 22,000 miles with no flats or blow- 


nails without going flat.” (on 200 cabs )— puton... real peace-of-mind tires.” —J. A. outs, though many nails have been removed.” 
M. Domino, Cincinnati, Ohio. Mitchell, Pittsburgh, Pa. —Rev. D. I. Duncklee, Pipestone, Minn. 
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B. F. Goodrich First Again! 


The Tubeless Tire is the latest in the long line of B. F. Goodrich “‘firsts”’, eacha 
milestone in the progress of the American automobile. They include: « Tyres 
for the first automobile sold in America—1896 + Organic accelerators of 
vulcanization, most far-reaching cost reducing discovery since vulcanization 
itself « Tire treads made with carbon black, which tripled mileage + Rubber 
compounds with age res#stors, which greatly increased tire life. » Tires made 
with man-made rubber. + Methods for making “rythmic-flexing cord” 
bodies from all cord-materials, for extra safety, mileage, comfort. + Cold 
rubber, which increased tread mileage. 






X-ray photo shous: - XD) . 
. . f *Stanc 
(1) Rim-seal ridges form air-tight lock on standard " Keeps 


rim. 
(2) Inner layer of special rubber holds air longer. 
(3) Gummy material under tread seals punctures, 
(4) Special valve fits present rims, 
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New look, 1950. War has changed 
the manner of men in Washington . 
Probably in no single individual has the 
change been more noticeable than it is 
in President Harry Truman .. . The easy, 
joking banter with associates is gone, 
apparently for the duration . . . There is 
less time for unofficial get-togethers, for 
long, meandering chats with old friends 

. Gone, for now, is the cross-country 
travel that Harry Truman loves. 

Men who work closely with the Presi- 
dent noticed the change almost from the 
day the first shots were fired in Korea... 
Peacetime advisers now find they have 
less time with Mr. Truman .. . Military 
men, war leaders, international-policyv 
experts have moved in to replace them 

There are more frequent sessions 
with the top men of Congress . . . The 
Cabinet, which used to meet once a week 
in formal session and occasionally for an 
informal luncheon, now is meeting twice 
a week—and for business only. 

There is less laughter at the White 
House . . . War pessimism is banished as 
a matter of policy . . . But there is little 
time at the White House for visitors 
who seem inclined to take war lightly. 


One for the money ... It takes money 
to fight a war, no matter what its size 
. If the gunfire on the Korean penin- 
sula still seemed far away to some Amer- 
icans last week, Washington’s news about 
taxes brought it closer to home . . . Into 
Congress went a 5-billion-dollar tax pro- 
gram, backed by the Administration . . . 
It would raise the ante for almost every 
taxpaver, and do it before Christmas. 
Maybe this particular plan would not 
be followed exactly by Congress . . . But 
there was no doubt about higher taxes 
Elder Statesman Bernard Baruch 
said they should go “high as a cat’s back.” 


. .. two for the show .. . For hours 
on end, the debate in the U.S. Senate 
last week sounded nothing like a coun- 
try getting its guard up against possible 
Back to the center of the stage 


The March of the News 





came the Communists-in-Government 
charges of Senator Joseph McCarthy 
(Rep.), of Wisconsin . . . The issue: Was 
the Senator right or wrong six months 
ago when he said Russian agents fash- 
ioned U.S. policy in Asia? . Before 
the point could be settled by hours of 
angry political debate, Senator McCarthy 
popped up with a new set of charges... 
It looked as though the whole contro- 
versy was catching its second wind. 


... three to get ready. . . Actually, 
however, the McCarthy debate was in 
the nature of a sideshow In both 
branches of Congress there was an 
urgency to speed along money needed to 
heighten U.S. defenses . . . Big segments 
of the U.S. Navy of World War II were 
coming out of storage and being readied 
for active duty on both coasts, customs 
inspectors with Geiger counters which de- 
tect atom bombs were giving incoming 
vessels the once-over. 

The Pentagon was deluged with mes- 
sages from business firms saying they 
could handle war contracts . . . The De- 
fense Department made plans to add 
nearly a quarter of a million civilians to 
its pay roll . . . Washington was taking 
on the hustle and bustle—and confusion 
—that inevitably goes with mobilization. 


. .. and four to go. The big question 
was: When will the turn come? When 
does the U.S. retreat make the difficult 
switch to the offensive? . . . It was asked 
in Congress, on street corners, at Gov- 
ernment conferences, wherever people 
met Nobody knew the precise an- 
swer down to the day and hour . . . To 
those who asked about the bleak war 
news, Defense Secretary Louis Johnson 
replied: “We'll have a different story a 
month from now.” 


Barometer. Last week the United Na- 
tions got ready to move out of one of the 
buildings it uses as part of its world peace 
headquarters . . . The owner needs the 
plant to get back into war output. 
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THERE are now fifty-eight per cent more Bell tele- 
phones than in 1945. 12,500,000 have been added 
in the last five years. Billions of dollars have been 
spent for new telephone equipment of every kind. 
There are nearly 150,000 more Bell System em- 
ployees. 

Your telephone—every telephone—is a_ bigger 
package of value because there have been great 
gains in the reach of the service as well as in 
quality and quantity. 


Operator Toll Dialing—which enables the Long 
Distance operator to dial direct to telephones 


Big Strides Forward 


in distant cities—already means faster, better serv- 
ice on thousands of calls every day. In certain 
areas, customers themselves dial calls to nearby 
places. 

Bell System networks, designed to carry Tele- 
vision as well as Long Distance, have been ex- 
tended this year. 

All of this growth and the size of the Bell System 
are proving of particular value right now. One 
reason this country can outproduce any other is 
because it has the most and the best telephone 
service in the world. 


BELL TELEPHONE SYSTEM 














“HOLD ME TIGHT, DADDY!” 


ou’RE safe, Betty ... Daddy’s strong arms would never 
let you tumble! 

Protection against loss due to accidents in business calls for 
the services of a strong, progressive insurance organization. 
Find out about Hardware Mutuals workmen’s compensation 
insurance—and, incidentally, compare the /ow net cost with 
what you're paying now! 

Well known is Hardware Mutuals reputation for working 
sympathetically with injured employes to help them get well. 
They appreciate our prompt claims payments. In addition, 
our Loss Prevention Department is doing a consistent job 


of helping policyholders eliminate the causes of accidents. 
And consider this, too. Hardware Mutuals policy back of 
the policy represents many other clear-cut benefits—such as 
carefully trained representatives, and fast, friendly, nauon- 
wide, day-and-night service. Dividends returned to policy- 
holders now total more than $88,500,000! 

It’s easy to find out more about Hardware Mutuals work- 
men’s compensation insurance without obligation! 
Phone Western Union's Operator 25 for the name and addr 
of your Hardware Mutuals representative. You'll find him 
friendly and anxious to 4e/p you. Get in touch with him today! 


ess 


Insurance for your AUTOMOBILE... HOME... BUSINESS 


ardware Mutuals 


REG. U.S. PAT. OFF 


Stevens Point, Wisconsin 


HARDWARE MUTUAL CASUALTY COMPANY 


Offices Coast to Coast 


HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
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Just keep this point in the back of your mind: 

A peace offensive can break out. Peace is Russia's propaganda game. 

Peace moves by Russia, right now, could embarrass U.S. They would get much 
support in a world fearful of big war. U.S., resisting, could be made to appear 
as in favor of war. U.S., accepting, would appear as beaten in Korea. 

Peace, real peace, is remote any way you look at it. 

War and warlike moves, whether disguised as peace or not, are to spread. 
Big war remains improbable for the near future. It isn't expected. 


24th and N Streets, N.W. 
Washington, D. C. 

















War fears, though, may force U.S. to go back to some wartime controls. 

Fear, public panic, is draining the country of available goods; is laying 
the ground for sharp new rises in prices, sharp new rises in wages. 

Inflation, fear generated, is off to a big new turn. This time there is a 
real run under way from money into goods. The scramble is for goods at any price. 
Money, aS such, appears to be regarded lightly, goods valued highly.’ 

The run for goods now is like the run for money in 1932-early-1933. Then 
banks were cleaned out of money. Now stores are being cleaned of goods. 

It's crazy, but it's real. People are selling savings bonds, drawing on 
savings accounts, running down checking accounts, opening charge accounts, 
buying where possible on installment--anything to get dollars to turn into the 
goods they expect to be scarce. It's a form of mass hysteria. 





Basically, drastic controls by Government are not now necessary. Demand 
of armed services for goods will take only a small fraction of output. Public 
will have more of most kinds of goods than ever before. 

As a practical matter, however, controls may be forced by events, may be 
needed to quiet the hysteria, bring a little order out of chaos. It took very 
drastic action in 1933 to check the run on banks. Unless people calm down, it 
might take drastic action to stop the present run on goods. 





If controls are forced by public panic, as they might be: 

A freeze, in that event, will apply to prices, wages, salaries. 

A roll-back, then, will be ordered probably to July 1, 1950, levels. 

Inventories of materials, of finished goods will be frozen, controlled. 
Requisitioning will be threatened to take from those who are overstocked. 

Allocations will be used to control flow of materials. Rationing will be 
held as a threat to limit buying of scarce goods by the public. 

Credit will be put under rigid control. 

Odds are against controls that drastic, but they will come if buying is not 
voluntarily brought under more restraint. Pressure for drastic controls at this 
time is coming from the grass roots, from little merchants who are sold out and 
can't replace goods, from individuals who see neighbors filling attics with 
everything from sugar to automobile tires and storage batteries. 

















Of course, if a real "peace scare" should now develop, watch out, too. 
Demand, then, could plummet. People, loaded with a year's supply of a lot 


(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


of things, might start using up what's in the attic and bureau drawers. Buying 
that had been so hectic would slow. 

Supply, at the same time, would shoot up. Goods, pouring from factories, 
would fill warehouses and shelves now empty or getting empty. Abundance, in 
that event, could quickly replace scarcity and the boom would crack. 

Odds, however, are against a real peace scare. 


Whatever happens, whether "peace" returns or not: 

Military spending for U.S. defense will not drop below 25 billion dollars 
in the foreseeable future. Trend of military spending will be up. 

Military aid abroad will rise, maybe to 4 billions a year and stay there. 

Defense alone, in peacetime, will involve annual outlays of between 25 and 
30 billion dollars. Nondefense costs will be another 25 to 30 billions. 

Spending by Government of between 50 and 60 billion dollars a year seems 
here to stay. Taxes high enough to cover that volume of spending do not now seem 
probable. The trend is toward rising money supply, some inflation. 











The dollar, in other words, is to go on losing value. 

The 100-cent dollar of 1939 stabilized for a time in postwar purchasing 
power at around 60 cents. It lost about 40 per cent in what it would buy. 

The dollar's future now is being argued about by Government's planners. 
Qne_ group thinks that today's dollar will lose up to 10 per cent in purchasing 
power before it stabilizes again. Another group, more pessimistic, figures 
that the dollar may lose a third of its present value. 

Chances are that the first group is more nearly right. Congress will clamp 
on strong controls before letting the dollar's worth slip much more. 














Draft _use is to be stepped up. Draft, however, will not take more than l 
out of 5 physically fit youths aged 19 through 25 unless war grows bigger. 

Youths entering high school or college in September will usually get a 
deferment for the term. Draft age limits aren't to go up any time soon. 

Physicians, dentists, badly needed, will be under increased pressure to go 
into service. Official eyes are on those trained in World War II at expense of 
Government, but who did not see active service after training. Doctors, in 
service, will be under pressure to serve beyond scheduled time. 

Doctor training again may have to be stepped up to meet rising demand. 

Call of Army, Navy, Air reserves will expand. Need, mainly, is for the lower 
grades of officers, not so much for higher grades. 

National Guard calls will be highly selective. There is strong pressure 
from Congress against widespread call on National Guard at this time. 











UMT, universal military training, seems highly probable for the future. 

Required training of all youths, long resisted in U.S., is becoming more and 
more of a necessity if the country wants to feel secure. Present haphazard 
System, lack of really trained personnel, has run into trouble with little war. 





As for civilians, if only they calm down and war doesn't spread: 

New cars, in that event, will be numerous, if not up to demand. All who 
really need new cars will be able to get them. Household appliances won't be as 
plentiful as they have been, but there will be a lot of them. 

Nylon products will be less abundant, but in big quantity. Men's suits are 
to be in adequate supply, but maybe not always of 100 per cent new wool. 

You get the story of the supply situation on page 13. 











U.S., in trouble at home and abroad, is paying for official mistakes. 

Basic postwar mistake, now glaring, is that Mr. Truman made bigger and 
bigger commitments to do more and more things in more parts of the world while 
U.S. ability to fulfill commitments was allowed to drop lower and lower. 
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a PUNCTURE and 








THIS MAN HAD A PUNCTURE! When a sharp object pierces 
both tire and tube, and causes a gradual loss of air—that’s 
a puncture. Motorists who especially need protection against 
this hazard are those who drive mostly in cities—people 
like doctors, businessmen or women who can’t afford the 
delay and hard work of fixing occasional flats. Best way to 
guard against punctures is to get Goodyear Puncture Seal 
Tubes, They seal themselves—automatically! 


How Puncture Seal Tubes seal themselves! 
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PUNCTURING OBJECT 
SEALED BY TUBES 
INTERNAL LAYER OF 









PUNCTURING O8J/ECT 
SQUEEZED TIGHT BY 
TUBES EXTERNAL LAYER 
OF RUBBER 








2. Gummy plastic closes 
in around object. When ob- 
ject is removed, plastic seals 


1. Tube is compressed. 
When pierced, it grips 
firmly, instantly. Prevents 
escape of air. hole. 


No tube in the world will protect you against 
both punctures and blowouts. Goodyear, how- 
ever, Offers you the best protection against either 


PUNCTURE SEAL TUBES and 


» GOODSY 


Whats the big difference between 
a LYYQI YI SF 











THIS MAN HAD A BLOWOUT! When there’s a sudden, 
explosive loss of air through a hole in both tire and tube— 
that’s a blowout! It can send the car twisting out of control 
and end in a smashup. Motorists who especially need pro- 
tection against blowouts are those who often drive long 
distances at usual highway speeds. The best way to protect 
yourself against a blowout is to get Goodyear’s LifeGuard 
Safety Tubes. They make a blowout harmless! 


How LifeGuard Safety Tubes can save your life! 


ETE 

















2. Reserve air in inner 
chambers. In case of blow- chamber supports car long 
out, only outer chamber enough for a safe, smooth 
gives way. stop. 


1. LifeGuards have two air 


punctures or blowouts. It’s just a question of 
deciding which kind of protection is most impor- 
tant to you! 


Li FEGUARD SAFETY TUBES 


EAR 


LifeGuard, T. M.—The Goodyear Tire & Rubber Company, Akron, Ohio 











Whispers 








Why Mr. Truman Shuns Price Freeze . . . Army Plea 
For Ground-Air Teams . . . Vishinsky Role in China 


President Truman, opposing a price 
and wage freeze, along with rationing, 
fears a political backfire once public 
panic dies out. The President remem- 
bers how public irritation with war 
restraints cost him control of Congress 
in the 1946 election. 


kok *& 


Diplomats and military men both are 
telling the President that he may 
have to back water on his promise to 
defend Formosa. Defense of Formosa, 
the White House is told, would in- 
volve war with Communist China, 
tying U.S. down in the Far East and 
weakening defense of Europe. 


x* * 


Joseph Stalin, with a peace offensive 
at this time, would count on a prop- 
aganda ten-strike—with Russia the 
apostle of world peace in a world fear- 
ful of war, while U.S. is fighting and 
mobilizing. Russia’s leaders appar- 
ently figure that it is easy to outsmart 
U.S. President Truman and State 
Secretary Dean Acheson. 


xk 


Andrei Vishinsky, Russia’s Foreign 
Minister, put pressure on Mao Tse- 
tung, China’s Communist ruler, to 
hold off his attempt to invade For- 
mosa until Stalin could play out his 
hand as a peace promoter. 


wok & 


The late James Forrestal lost his job 
as Secretary of Defense because he 
fought for a military budget of 21 bil- 
lion dollars. Mr. Forrestal insisted 
that a budget of at least that size was 
needed to back up U. S. commitments 
in a dangerous world. He broke under 
the strain of worry when the decision 
was made to cut drastically below 
that figure. President Truman now 
asks for 24 billion dollars for defense, 
as a first installment. 


x* rk 


Frank Pace, Secretary of the Army, 
is depended upon more and more by 
Mr. Truman as the man to speak for 


the Defense Department headed by 
Louis Johnson. Mr. Pace long has 
been one of the President’s favorites. 


x* * 


John Snyder, Treasury Secretary, is 
having to do a heavy selling job to 
try to convince the Bureau of Inter- 
nal Revenue—the country’s tax collec- 
tor—that an excess-profits tax is 
needed at this time. Bureau officials 
argue that the problems of adminis- 
tering an excess-profits tax are great- 
er than the return to be realized. 
Congress, however, likes the idea of 
taxing ‘“‘excess” profits. 


xk 


Senator Walter George, of Georgia, is 
to have the major say on the shape of 
tax increases to come. Senator George 
opposes making any increase retroac- 
tive to a date earlier than July 1, 1950. 


w. & Oo” 


Dean Acheson, Secretary of State, 
remains unconvinced that a mistake 
was made in the decision that the 
U.S. Pacific defense line should run 
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from the Aleutians, through Japan 
and Okinawa to the Philippines—by- 
passing Korea and Formosa. Korea 
has proved tough to defend. 


+ = & 


Gen. Omar Bradley, Chairman of the 
U.S. Joint Chiefs of Staff, is dis- 
covering that even in a period of 
emergency the squabbles between 
armed services go on. The strugéle 
still is for relative position and for 
money. General Bradley is showing 
the effects of the strain he is under. 


w *&-* 


Air Force, aiming for control over 
direction of Navy aircraft in the 
Korea theater, missed the boat. Gen. 
George Stratemeyer, Air Force com- 
mander in Korea, sought but did not 
get the right to direct naval aviation. 


*& Ww 


Gen. J. Lawton Collins, Army Staff 
Chief, is angling for the right to build 
ground-air teams, trained together as 
a unit, comparable to Marine Corps 
teams. Air Force fears that the Army 
plan might give that service control 
over Air Force units. Army, like 
Navy, feels the need of a specialized 
air arm of its own if it is to become 
a modern, powerful military force. 


xk * 


Aid to Europe, emphasizing gifts of 
dollars at this time, is to undergo a 
revolution in months ahead. Empha- 
sis will shift from trying to make 
Europeans happier by free supplies of 
consumer goods to trying to induce 
European nations to step up rearm- 
ing. Guns will tend to replace butter. 


xx*«* 


Marshal Tito, of Yugoslavia, stand- 
ing up to Russia right under the 
muzzle of Russian guns, still finds it 
difficult to get a few million dollars— 
on a loan basis—from U.S. to 
strengthen his country. Loan agencies 
in U.S. are dragging their feet on a 
Yugoslav loan while advancing large 
sums in other directions. 
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GM Diesel Locomotive 


Saves “100.000 a Year 


NE General Motors Diesel locomo- 

tive, replacing, and doing the work 
of three steam locomotives on a 50-mile 
division of The Western Railway of Ala- 
bama, is netting that railroad an annual 
saving of $103,778.75, based upon com- 
parison with the previous operating costs. 
[In General Motors locomotives, railroads 
have the best tool available to improve 
rail transportation and offset constantly 
increasing costs on other items. Backed 
by more than 2 billion unit-miles in every 





GENERAL MOTORS 





LOCOMOTIVES 














A Green Light 


classification of service, these locomotives 
are rendering a level of performance and 
are accomplishing economies approached 
by no other railroad motive power. 


Strong, solvent railroads in the hands of 
competitive industry are essential to 
America’s prosperity and growth. Fifteen 
years’ experience has demonstrated that 
dieselization with General Motors loco- 
motives is the soundest investment rail- 
roads can make. 


for Economy in Railroad Operation 


ELECTRO-MOTIVE DIVISION 


GENERAL MOTORS «+ LA GRANGE, ILLINOIS 


Home of the Diesel Locomotive 
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Why, dea” 


This strange aircraft has no pilot—no 
engine — no actual existence. It may 
never even have been sketched on a 
drawing board. It’s just an idea in an en- 
gineer’s mind. Yet it is possible to fly it! 

As part of the research constantly go- 
ing on in Boeing's experimental labora- 
tories, such “flights” have actually been 
made. You know the shape of your 
imaginary aircraft — its airfoil, weight 
and dimensions — its propelling power. 
You stipulate the conditions under which 


it is to operate—altitude, wind direction 
and other factors which will affect its 
flight. Feed all these figures into a maze 
of wires, vacuum tubes, tiny gears, shafts 
and motors and flip a switch. Instantly 
the remarkable Boeing-developed 
BEMAC flight simulator charts the 
second-by-second performance of your 
idea almost as fully and accurately as 
if you were flying it! 

Such devices are of immense value 
in the development of guided missiles 


Built by Boeing for the U. S. Air Force are the new B-47 Stratojet Bombers, 


B-50 Superfortresses and C-97 Stratofreighters; for the U. S. Army, L-15 Scout liaison planes; 
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One corner of BEMAC—Boeing Electro-Mechanical Analogue Compute 


and trans-sonic aircraft of the future. 
This and the other equipment which 
make up Boeing’s unique aeronautical 
laboratories save years of time and mil- 
lions of dollars that would otherwise 
go into trial-and-error experiments. 


America must hold its leadership in 
the air. Just as it takes the nation’s 
keenest young men to operate and serv- 
ice the modern planes of the Air Force, 
it requires the best engineering minds 
to design and produce new aircraft. 
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and for five of the world's leading airlines, fleets of the new twin-deck Stratocruisers. 
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CUT IN CIVILIAN GOODS: HOW BIG? 
LARGE SUPPLY, BUT HUGE DEMAND 


Shoppers May Have to Wait for Some Things 


War may mean a wait for 
some things people want. But 
nobody will have to do without 
essentials, as things stand. 

Cars will be harder to get. So 
will appliances, household gadg- 
ets. There is plenty of food, 
clothing, other things. 

Little war means a little pres- 
sure on shoppers. Credit is to get 
tighter. But no real home-front 
hardships are in sight. 


The trouble with civilian supplies 
is that consumers are too eager to 
buy. Supplies themselves promise to 
be ample for all current needs of the 
population. 

Auto output for civilian use is not to 
end. Planes and ships will not replace 
refrigerators, television sets, radios, wash- 
ing machines on assembly lines. 

New houses still will be built at 
a high rate. Clothing supplies will 
not be reduced much, if any. 
Neither will food, gasoline, tires. 
People won't go cold this winter 
for lack of oil or coal. Electric 
power will not be rationed. 

War on the scale now planned 
assures all of these things and more. 
World war, of course, would change 
that picture. But world war is not 
anticipated. Civilians in limited war 
usually will get just abcut every- 
thing that they can pay for in cash. 
Cuts in supply are to be rather 
smail. 

The problem is to control a huge 
civilian demand, backed with lots 
of cash. Income is almost sure to 
tise faster than taxes, producing 
more spending money. Then there 
is a hoard of savings that can make 
credit control meaningless. 

What really shapes up is scarci- 
ties amid abundance. Heavy buy- 
ing keeps store shelves almost bare 
when output is at record levels. 

How much of a cut in supplies is 
coming can be measured, in a 
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rough way, at this time. In the table on 
page 15 you get a schedule of what to ex- 
pect. To understand what is coming, 
though, you must look at raw materials. 

Metals will fix the numbers of cars, 
refrigerators and many other things that 
people will be able to buy. There will be 
plenty of most things except those made 
of scarce metals. Cutbacks, for civilians, 
will hinge on war uses of metal. 

Steel is to be a major problem. Out- 
put for civilian use will be cut back sub- 
stantially—not all at once, but gradually 
over the months ahead. The steel indus- 
try can turn out slightly over 100 million 
tons of ingots a year. Military needs, 
about 2 million tons a year now, will rise 
to 10 million tons or more. Exports will 
edge up, too. But civilians still will get 
more steel than they ever got before this 
year. 

Aluminum, too, is to be important. 
Output will hold at a rate of 1 million tons 
a year. Military needs will rise from 50,- 
000 tons a year to as much as 300,000. But 
aluminum, until recently, was in surplus. 

















HOUSEHOLD DURABLES WILL BE SCARCER 
... and demand will continue to grow 


Copper, for civilian use, probably will 
be trimmed about a fifth. Production is 
to stay around 2.5 million tons a year. But 
war needs will jump to about 500,000 
tons, from today’s 150,000. Other metals, 
too—zine, lead, tin and others—will be 
diverted more and more away from civil- 
ian uses into war. 

Textiles are to be bought up by the 
military in far greater amounts than they 
have been recently. The Armed Forces 
probably will take ten times as much cot- 
ton and wool as they have been taking. 
Yet little if any cutback in civilian use of 
these two is expected. Output probably 
can be increased’ to fill military orders. 

Rayon and other synthetics, except 
nylon, should be available to civilians in 
at least present amounts. Civilian supplies 
of rubber, natural or synthetic, will be 
adequate during the war now planned. 
So will crude oil, most chemicals. 

Cutbacks, for civilian products, thus 
will be small in most instances. In more 
detail, here is the outlook on the basis of 
the war now being blueprinted: 

New cars are going to be 
scarce, any way you look at it. 
Production is likely to be cut back 
from the present rate of 8.5 mil- 
lion a year to perhaps 5 million. 
That, actually, is a high rate. But, 
with demand soaring, it still will 
not be enough for quick delivery 
to all comers. There will be long 
waits, fewer choices as to color 
and extras, for most buyers. Deal- 
ers probably will favor doctors, 
other essential users, and friends. 
Used cars, already up sharply in 
price since war began, will com- 
mand still more cash. 

Trucks for civilian use, too, will 
be cut back, probably from the 
present rate of 1.5 million a year to 
1 million. Steel savings—on cars and 
trucks—would be about 10 million 
tons a year. 

Home building already is be- 
ing slowed by Government. Talk, 
in official circles, is that housing 
starts may be reduced by a third. 
That means a rate of 1 million 
homes a year, instead of 1.5 million. 
The year 1950 still would be a rec- 
ord one in building. But rising costs 
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MILITARY BUYING WILL CUT MEAT SUPPLY ONLY SLIGHTLY 








oie —Photos from Castens 
DEMAND FOR ELECTRONIC EQUIPMENT CAN DISPLACE TY OUTPUT 
If they have the cash, civilians will get just about everything they want 
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and home prices may bring all-out con- 
trols on building later. 

Savings in materials, in any case, yj] 
be tremendous. Specifically, 500,000 fey. 
er homes means a saving of 1 million in. 
got tons of steel, a quarter million tons of 
copper, a great deal of aluminum onl 
nearly 5 billion board feet of lumber, 

Home equipment of the heavy so 
such as refrigerators, will be appearing 
in noticeably smaller lots for civilians 
Yet wants of families are to go on grow. 
ing. Demand is likely to be greater thay 
ever before, despite the loss of some sales 
when home building is reduced and 
credit controlled. Output may have to be 
cut directly by Government. 

Refrigerators are being turned out at 
a rate of 6 million a year. A one-third cut 
would release 2 million tons of steel and 
25,000 tons of copper. 

Radios are being assembled at a rate 
of 11 million a year, television sets at 7 
million. If military demand for electronic 
equipment displaces a third of these sup- 
plies—it could be more—some 17,000 tor s 
of copper could be diverted. 

Other appliances—washing machines, 
vacuum cleaners, ironers—will come in 
for their share of the cuts, too, when 
more materials and skilled workers are re- 
quired for war production. You get the 
picture of these in the table on page Ji. 

Furniture may be hit somewhat mor 
lightly than these equipment items. But 
there is to be less aluminum-frame funi- 
ture. There may be less steel in springs, 
less foam rubber in cushions, less wool 
in upholstery. And prices will be no low- 
er for these changes. 

Most home furnishings will be affected 
but little. Housewives should have no 
trouble finding sheets, for example, un- 
less some decide to hoard. 

Clothing output, over all, is not like- 
ly to decline in the months ahead, unless 
war spreads. Yet, in relation to individual 
wants, there can be a tightening of sup- 
ply—and more price increases. There will 
be, too, a shift away from the less plenti- 
ful textiles and fabrics. 

Men’s suits will be produced at about 
the present rate of 21 million a year. But 


use of wool for more than 85 per cent ot | 


all men’s winter-weight suits, as at pres- 
ent, may become impossible when the 
armed forces begin ordering more wi- 
forms. Trend to rayon for women’s suits 
—now 70 per cent wool—also is to be 
speeded up. 

Shirts will be plentiful unless too many 
buyers store away reserves. Output may 
rise above the current rate of 96 million 
a year for men’s shirts. That goes. too, for 
shorts and men’s and women’s pajamas. 

Women’s dresses and blouses are to 
go right on swinging over to cotton from 
rayon. Nylon, meanwhile, is to be used 


less for slips and nightgowns, and moref} 
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for parachutes and plane tires. And, be- 
fore long, Women may have to go back 
io rayon hose or bare legs. 

Shoes are unlikely to be cut back for 
ivilians unless expansion of service per- 
gnnel is far greater than the 600,000 or 
now being discussed. 

Food for the family table is to be more 
sbundant than in any other war of recent 
times. But here, too, bigger incomes and 
appetites—and hoarding—are likely to 
push prices on up. 

Meat is a good example. Experience 
hows that a man eats twice as much 
meat-or about 300 pounds a year—when 
he gets into khaki. Yet military buying 
for men to be inducted this year probably 
will cut the civilian’s meat eating only a 





hird cut 
‘eel and 


t a rate 
ets at 7 
ectronic 
se sup- 


100 tor s 


chines, 
ome it 
, when 
are re- 
get the 
age 15, 
it_ more 
ns. But 
> furni- 
prings, 
S$ wool 
10 low- 


ffected 
ve no 
le, un- 


ot like- 
unless 
vidual 
fF sup- 
re will 
plenti- 


about 
r. But 
ent 01 f 
pres- 
n the 
> uni- 
; suits 
to be 


many 
f mal 
villion 
0, for 
amas. 
ire to 
from 
used 
more ™ 


tn Sout 


PORT 





jound or so a year—from 145 pounds to 

144. Officials admit, however, that all 

bets are off if preparedness plans are 
tepped up, or if the military starts buy- 
ing now for mobilization later. 

Canned foods—fruits and vegetables 
-are another item that supply officers 
fnd it easy to stock. But civilian supplies 
ae to remain about as plentiful as ever, 
unless the military starts a big program 
of forward buying. 

Sugar supplies for U.S. families are 
enormous. There would be no shortage 
without hoarding. Just how troublesome 
hoarding can be is shown by a trade esti- 
mate that housewives could store 2 mil- 
lion tons of sugar on pantry shelves if 
they really got in the mood. Consumption 
is going to be at an annual rate of 96 
pounds per person, as things stand now. 
\nd well over half a million tons more 
could be imported if needed. Even this 
may not be enough to avoid stripping of 
sore shelves by hoarders. 

War, on the currently planned scale, 
also is to make little difference in civilian 
supplies of dairy products, eggs, fresh 
fruits and vegetables, bread and other 
foods. For the longer run, farm output of 
most foods can be raised sharply at a 
year’s notice or less. 

Other things that the average family 
buys and uses also are to be easy to find, 
as the war now is foreseen. Shortages that 
plagued people in the last war—gasoline, 
luel oil, diapers, safety pins, antifreeze— 
are not in sight now. 

Shopping, in other words, is not going 
to be much more trying in the immediate 
luture than it has been in the past. Most 
lamilies will go on, as before, well fed and 
clothed, with new cars and refrigerators, 
new homes and furniture. 

But there will be a wait for some pur- 
chases, and many things will require more 
cash than they do now. Result is to be 
growing pressure for direct price and ra- 
tioning controls for essential consumer 
products. These controls, perhaps, may 
come even without any major speed-up 
in mobilization. 
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WHAT’S AHEAD FOR CIVILIANS 


Annual Production of Goods 


Passenger autos 
Trucks 
Refrigerators 
Washers 
Vacuum cleaners 
Radios 
Television sets 
Residences 
Men's suits 
Men's shirts 
Men’‘s pajamas 
Men‘s shorts 
Dresses 
Women’s suits 
Blouses 

Slips, woven 
Panties 

Shoes (pairs) 
Cigarettes 

Nylon stockings (pairs) 


Annual Consumption of Food 
(Per Person) 


Beef 

Pork 

All meat 

Eggs (number) 
Chicken 

Milk (all food uses) 
Fresh fruits 
Canned fruits 
Fresh vegetables 
Canned vegetables 
Sugar 

Butter 

Lard 

Margarine 


Bread, other wheat products 


Present 
8,500,000 
1,500,000 
6,000,000 
5,000,000 
3,400,000 

11,000,000 
7,000,000 
1,500,000 

21,000,000 

96,000,000 

21,000,000 

85,000,000 

267,000,000 

23,500,000 

122,000,000 

120,000,000 

265,000,000 

455,525,000 


361,000,000,000 


625,000,000 


62 pounds 
71 pounds 


145 pounds 
381 

26.1 pounds 
750 pounds — 
118 pounds 


18 pounds 


250 pounds 


38.8 pounds 
96 pounds 
10.2 pounds 
12.4 pounds 
6.1 pounds 


138 pounds 


Prospective 
5,000,000 
1,000,000 
4,000,000 
3,000,000 
2,250,000 
7,000,000 
4,500,000 


1,000,000 
No big cut 
probable 
aa 


4a 


Cut coming 
before long 


62 pounds 
70 pounds 


144 pounds 
381 


26.1 pounds 


749 pounds 
116.3 pounds 


17.7 pounds 


248 pounds 


38.5 pounds 
96 pounds 
10.2 pounds 
11.9 pounds 
6.1 pounds 


138 pounds 
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Tanks Plus Autos? Sure, Makers Say 


Reported from DETROIT, CHICAGO and PITTSBURGH 


War orders are still in the 
future for most plants. Industry 
executives are sure they can be 
taken in stride, when they come. 

Minor cutbacks in civilian out- 
put are the prospect to date. Sup- 
ply of steel, raw materials will 
be the chief bottleneck. 

Strict controls are not needed, 
as industry sees it. Voluntary 
checks on prices, materials are 
counted on. 


All through the industrial heart of 
this country, industry is set and wait- 
ing for war orders. To date, orders for 
military supplies are a mere trickle. At 
their peak—short of all-out war with 
Russia—they will involve a flow that 
industry expects to handle without too 
much cutback in output for civilians. 

Rumors of all kinds are spreading 
across the nation. One has it that a big 
auto manufacturer is to stop making 
cars and shift to tanks. Another has the 
entire automobile industry shut down so 
that it can turn to tanks, guns and air- 
craft. There are rumors of steel to be 
denied this industry or that industry, 
with resulting run to buy at any price. 

Actually, these rumors generally are 
false. Most of industry has yet to re- 
ceive its first order growing out of the 
Korean war. Money for new weapons is 
not yet appropriated by Congress. When 
money is available, the tooling and stock- 
ing-up period will take months. In that 
period, industry is confident that it will 
be able to fit war business into normal 
civilian business with no more than 
modest cuts in civilian output. It does 
not go along with the sentiment in Con- 
gress for Government controls over ma- 
terials, wages and prices. 

War business, too, is largely to be cen- 
tered in special plants, is not to take over 
whole plants now devoted to production 
of civilian goods. Cadillac, scheduled to 
make tanks under a contract long in proc- 
ess of negotiation, will construct those 
tanks in a former bomber plant in Cleve- 
land. Dodge has a 25-million-dollar order 
for tactical vehicles, but this order also 
was placed prior to the fighting in Korea. 
There will be no shutdown of Cadillac 
or Dedge plants as a result. 


16 


It is in autos that most rumors are be- 
ing circulated. But a plant-by-plant sur- 
vey by editors of U. S. News & World 
Report shows that usually there is no 
basis for the rumors. 

Automobile factories, actually, are 
continuing to turn out cars at record, or 
near-record, rates. What little arms pro- 
duction they have is carried on separately 
and does not interfere with car produc- 
tion. Restraints on car making, when they 
come, will be related to the amount of 
steel diverted to military needs, and may 





SECRETARY OF COMMERCE SAWYER 
A voluntary-allocation system will be sought 


not be felt before October. The industrv 
is looking for a cut of 10 to 20 per cent 
in steel supplies during the last quarter 
of the year. Even then, the auto makers 
expect to turn out cars at a level higher 
than before the war. 

This assumes an arms program no 
larger than now in sight. War with Rus- 
sia, of course, would change all that, 
would bring a quick shutdown and con- 
version. 

Until the new war orders come in, 
production of cars will be limited only 
by supplies of steel. Most manufacturers 
are getting enough steel, but some are 
scrambling for it. There are lesser supply 
problems in aluminum, copper, zinc and 
lead, but the major car makers are not 
yet seriously troubled by shortages. 

There is reason to believe that car pro- 
duction will remain at a high level for a 


while. Kaiser-Frazer plans to double its 
output in August. The industry generally 
is planning to bring out new 1951 models. 
as scheduled, during late autumn and 
winter, although there is some sentiment 
against this and the decision may be re. 
versed in a month or two. New models 
will not be needed to attract customers. 
for the demand for cars is expected to 
remain high, but retooling and_ other 
preparations for model changes are so 
far advanced that the manufacturers hesi- 
tate to drop them. No price increases are 


—Harris & Ewing 


scheduled, but rising costs are bringing 
new pressures for increases. 

Looking ahead, automobile executives 
expect the Government to impose pr0- 
duction ceilings in two or three months 
because of the need to divert steel. But, 
even under such ceilings, the industry | 
now thinks it will be able to produce at 
a rate of 4 to 5 million cars a year. 

In steel, the situation is somewhat 
the same. Military orders are interfering 
only slightly with civilian production. 
Orders of some users may have to be re- 
duced in a month or so, but the industry 
does not expect to have to do any serious 
rationing until the fourth quarter. By 
that time, however, steel probably will be 
doled out on a priority basis, with makers 





of tanks, guns, freight cars, trucks and 
other items of war getting first choice. 
Nobody in the industry knows for sure 
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how this military steel will be allocated, 
but everybody is hoping that the steel 
companies will be permitted to do their 
own rationing, on a voluntary rather than 
compulsory basis. (See page 34.) The 
vstem most favored is the one used after 
the end of the last war, when an indus- 
try committee, operating under partial 
direction of the Secretary of Commerce, 
was set up. Commerce Secretary Charles 

Sawyer also favors giving voluntary allo- 

cation a trial before controls are imposed. 

In the industry, steel men are confi- 
dent that under voluntary priorities the 
military would get all the steel needed 
without crippling civilian users unduly. 
As they see things, the industry’s expan- 
don program, calling for 6.3 million tons 
of additional capacity in the next two 
years, will meet the country’s needs. 
There is no sentiment for Government- 
built steel mills, as proposed by some 
labor leaders and Government officials. 

As in autos, the steel industry hopes to 
maintain prices at present levels. 

In building, the boom appears to 
have increased since war broke out in 
Korea. Government credit restrictions 
have failed to cut down demand for 
housing in most areas of the Midwest. 
Lenders and some builders are saying 
that, if the boom is to be reduced, to free 
materials for the arms program, credit 
restrictions will have to be more drastic 
or controls will have to be clamped on. 
Some believe there will have to be a ceil- 
ing on production. 

Volume of construction already started, 
or planned for the near future, is so large 
that the boom can continue into the win- 
ter even if a ceiling is imposed. There is 
a scramble to get under the wire before 
controls go on and before labor and mate- 
rials are unobtainable. Building of fac- 
tories, as well as homes, is speeding up. 
In the Chicago area alone, investment in 
industrial-plant facilities in first half of 
1950 is estimated at 140 million, com- 
pared with 53 million in first half of 1949. 
The rush to build houses goes on de- 
spite tighter lending requirements. For 
every prospective builder who has 
dropped out, a new one with more money 
for a down payment appears. 

What really threatens to deflate the 
building boom, however, is shortages. 
Building-trades workers, especially brick- 
layers and plasterers, are hard to find in 
Chicago and some other cities. Builders 
raid competitors’ working forces with 
offers of bonuses and other inducements. 
Some materials are getting hard to find. 
No one knows how long the boom can 
feed on the available supply of workers 








and materials, but that doesn’t stop build- 
ers from starting new jobs. They assume 
that, if controls are imposed, they will 
be permitted to finish any construction 
that is under way. 
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-Standard Oil Co., N.J. 


U. S. AUTOMOBILES ON THE ROAD 
Production will continue at a near-record rate 


Aluminum, like steel, takes on added 
importance in time of war, and the sup- 
ply of this material threatens to become 
very tight in the months ahead. 

Aircraft, on the basis of programs an- 
nounced, will need twice the amount of 
aluminum now required. That will be 
about 8 per cent of total output. Demand 
for primary aluminum already is at capac- 
ity levels, without new war orders, and 
the industry is allocating supplies. Once 
the military buying is stepped up, civil- 
ian supplies will have to be restricted 
further. There is no allocation as vet 
of aluminum in such forms as structural 
and ornamental shapes, wires and tubing. 

As the arms program gains headway, 


the industry expects that it will be given 
a chance to make its own allocations, per- 
haps under guidance of Government, al- 
though some executives would prefer that 
Government assume full responsibility. 
Available supplies probably will go to 
makers of civilian goods on the basis of 
average use for the last 18 months or 
some similar period. 

This industry, in the event of war with 
Russia, could step up production greatly. 
There are plans under study for increas- 
ing output from the present 1,247,000,- 
000 pounds to 2 billion pounds. The in- 
dustry, like steel and autos, hopes to be 
able to hold its price line so that price 
controls will be unnecessary. 





U.S. TANKS IN KOREA 
Arms orders interfere only slightly with civilian production 





U.S. News & World Report 





KOREAN FUMBLE: WHOSE FAULT? 


Reported from TOKYO and WASHINGTON 


Facts, on the record, show how 
Communists cashed in on U. S. 


defense plans to speed their dash 
through South Korea. They are: 


(1) Pentagon, MacArthur didn’t 


expect war. (2) South Korean 
Army was overrated. (3) Korea 
was being written off anyway. 

U.S. forces, feeling strong in 
the Pacific, got caught by a 
“little Pearl Harbor’ at the 38th 
parallel. 

A “blitzkrieg” by North Korean 
forces, one that has quickly reduced 
the hold of Americans and South Ko- 
reans toa moderate-sized beachhead 
in that country, now is raising em- 


barrassing questions about official 
fumbling in U. S. 
North Koreans, in five weeks, have 


driven about 260 miles to reach the south- 
ern coast of Korea. They advanced with- 
out supporting aircraft and in the face of 
American air attack. They overcame 
river barriers and mountain barriers that 
were expected to stop any armored as- 
sault. Weapons in Communist hands, of 
World War II Russian design, showed 
themselves to be superior in many ways 
to the latest American weapons. 

The build-up of strength of U.S. 
forces, supported by aid from other 
United Nations, is becoming impressive 
at this point. The time may be approach- 
ing when a North Korean blitz can be 
replaced by a U.S.-U.N. blitz. 

Right now, however, the game _ is 
started of seeking, and shifting blame for 
what happened in Korea. Here, in effect, 
was a second “Pearl Harbor,” less than 
nine years after the first. This country 
was again looking the other way—toward 
Formosa and Indo-China—when the blow 
fell in an unexpected place. Whether 
Korean defenders would be aided if at- 
tacked had not been decided. No real 
military defense was ready. Who was re- 
sponsible, and why, soon will become the 
subject of investigations by Congress, so 
that all hands at the moment are busy 
getting the buck passed. 

What really happened is begin- 
ning to be evident as one after another 
of those in high places tells his story and 
as pre-blitz statements fit into place. 
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Warning, it turns out, was given. Rear 
Admiral Roscoe H. Hillenkoetter, chief 
of the Central Intelligence Agency, now 
testifies before Congress that he warned 
the Defense Department on June 9— 
about two weeks before the attack— 
that the North Korean Army had ordered 
civilians evacuated in an area two kilo- 
meters north of the 38th parallel, a sure 
sign of approaching military activity. He 
also had reported that a sizable military 
force was ready in North Korea and that 
Russia had agreed to supply North Ko- 
reans with a stated number of tanks, 
planes and other military equipment. 

But Defense officials imply that the 
CIA has been crying “Wolf!” so often 
and about so many places that Korea 
was not considered any more crucial 
than a number of other spots. 

Responsibility for defending South 
Korea from Communist attack, mean- 
while, had not been given to U.S. mili- 
tary forces. That’s the line taken in a new 
statement by General of the Army Doug- 
las MacArthur, commander of U. S. forces 
in the Far East, to President Truman. 

What the General has to say is this: 





‘Little Wars’ of the Past: 
What They Cost U. S. 


1899—War against Philippine guer- 
rillas under Aguinaldo took 60,000 
U.S. troops three years to win. Agui- 
naldo was captured in 1901 and fight- 
ing ended in 1902. 


1916—After Francisco Villa, a Mexi- 
can rebel leader, raided Columbus, 
N. Mex., and killed 17 Americans 
there, the U. S. sent Gen. John J. Per- 
shing with 12,000 troops on a “puni- 
tive expedition” into Mexico. They 
clashed with Mexican Government 
forces, and several Americans were 
killed. Villa never was captured, how- 
ever, and the expedition was with- 
drawn after 11 months. 


1918—In Haiti, U.S. Marines spent 
nearly two years putting down a revolt 
led by an ex-bandit, Charlemagne 
Perlate. Peace was restored in 1920. 
The Marines were in Haiti continu- 
ously from 1915 to 1934. 


1926—Civil war in Nicaragua caused 
U.S. to send 600 Marines, several 
warships and a small Army detach- 
ment, to back up the Nicaraguan Gov- 
ernment. Augustino Sandino, a rebel 
leader, led his guerrillas repeatedly 
against U.S. forces. The insurrection 
was suppressed in 1933. 











“The Far East Command, until the Pres. 
dent’s great pronouncement to support 
the epochal action of the United Nations. 
had no slightest responsibility for the de- 
fense of the free republic of Korea. With 
the President’s decision, it assumed a 
completely new and added mission.” 

Policy had been, instead, to write off 
Korea. That is borne out by the pre- 
invasion statements of both Dean Acheson. 
Secretary of State, and Senator Tom Con- 
nally, chairman of the Senate Foreign 
Relations Committee. 

State Department’s line, as given by 
Secretary Acheson in his January address 
on Far Eastern policy, was: “This defen- 
sive perimeter [where U.S. will defend 
in the Far East] runs along the Aleutians 
to Japan and then goes to the Ryukyus. 
We hold important defense positions in 
the Ryukyu Islands and those we will 
continue to hold. .. . The defensive per- 
imeter [then] runs from the Rvukvus to 
the Philippine Islands.” That clearly e- 
empts Korea, and Formosa as _ well, 
from the area to be defended, and may 
have been taken as an_ invitation for 
Communists to come in and take over. 

The line in Congress, as presented by 
Senator Connally in a U.S. News & World 
Report interview on May 5, repeats that 
policy idea. Asked if Korea were still 
an essential part of the U.S. defense 
strategy, he replied: “No. Of course, any 
position like that is of some strategic 
importance. But I don’t think it is ven 
greatly important. It has been testified 
before us that Japan, Okinawa and the 
Philippines make the chain of defense 
which is absolutely necessary. And, of 
course, any additional territory along in 
that area would be that much more, but 
it’s not absolutely essential.” 

Miscalculations on the relativ 
strength of rival Korean armies, and of { 
the scale of American intervention needed 
to win the Korean war, also are turning up 
in the record of how U.S. was blitzed in 
Korea. That story is given by a well- 
informed American source in Tokyo as 
follows: 

“Gen. MacArthur’s headquarters re- 
peatedly during past months assured top 
Administration officials that there was 
little danger of any all-out North Korean 
offensive to the south. They insisted the 
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more immediate danger lay in Formosa 
and Indo-China. These officials further 
grossly underestimated the strength off 
the North Korean Army and painted for 
visiting brass a fairly rosy picture o§ 
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South Korean defensive potential without 
basis in fact.” 

South Korea’s Army was pictured by 

Brig. Gen. William L. Roberts, head of 
the U.S. military mission that organized 
and trained it, as “the best army for its 
size in Asia,” able to stop any attack of 
Korean forces from the North. In the 
opinion of that U.S. mission, a tank-led 
blitz by Northern troops would be im- 
practical because of the terrain. 
U.S. troops in the Far East, moreover, 
were described by Gen. J. Lawton Col- 
ins, Army Chief of Staff, as ready by 
ast spring “to fight anyone, and whip 
them, any time, anywhere.” 

As a result of these original miscal- 
culations, U.S. officials at home were con- 
vinced, first, that the South Koreans 
could win alone, and then that a show of 
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American air and naval strength would 


| be enough to halt the attack. Later, when 


U.S. ground troops were found to be 
hecessary, Army officials in Tokyo re- 
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w U.S. Was “Blitzed”’ in Korea 
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ported that two divisions with full air and 
naval support could do the job. As the 
blitz continued, this estimate was revised 
to four, finally to six divisions. 
Preparations made for U.S. defense 
are providing other answers to embarrass- 
ing questions about the Korean blitz. 
Military services clearly were not pre- 
pared for this type of war. Thev saw 
Russia as the enemy, big bombers as the 
prime weavon. In the Far East, Army 
forces were kept at occupation strength, 
naval policing forces were cut far back 
Marine units all withdrawn to the U.S. 
As top Defense officials tell it: 
American war plans, according to De- 
fense Secretary Louis Johnson, have 
been drawn up with the idea that there 
is “but one potential enemy of the 
United States,” that U.S. forces would 
fight only Russian forces, not small-scale 
satellite forces. These plans, according 
to Gen. Hoyt Vandenberg, Air Force 
Chief of Staff, are built around quick 
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retaliation with atom bombing, which will 
provide “the opportunity of choking off 
enemy warmaking power at its source.” 
The theory was that the day of “small 
policing wars” is gone for good. 

Commitment of U.S. to the defense 
of South Korea, nonetheless, was clearly 
implied by one high U.S. official just 
before the attack. John Foster Dulles, 
special adviser to the Secretary of State, 
told the Koreans on June 20: “I’ve been 
told that the Communists have been 
spreading silly rumors that Korea might 
be left alone in its defense of its freedom. 
[I hope the days I have spent here will be 
one more evidence of the fact that Korea 
does not stand alone.” 

That is the picture of what happened, 
as given in statements made by U. S. offi- 
cials thus far. Where the blame will rest 
for near-defeat in Korea, in the end, will 
depend on who is found to be responsible 
for the official miscalculations and policy 
fumbling outlined in those statements. 
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Arming Germany should start with 
weapons and equipment, not troops. The 
main strategy should be to build up, in 
gcret, a big stockpile of arms and equip- 
ment, sufficient for a large number of 
German divisions. 

At the same time, the Bonn Govern- 
ment would prepare secret mobilization 
plans and organization tables, including 
the names of commanding officers down 
to the smallest units. Once this is com- 
pleted, a large number of German in- 
fantrv divisions of World War II veterans 
could spring into being in 8 to 12 weeks. 

That is the Bluecher theory. He gives 
no estimate of the size of army needed. 
He insists, however, it would be a dan- 
gerous mistake to create a small German 
Amy, that only a large armed force 





has said 60 divisions are needed to 
defend West Germany if Russia attacks. 

A German Army to aid the defense 
of Europe now is being talked about as 
something inevitable by the Americans, 
British, and even the French in Germany. 
But nobody thinks it as simple as the 
Bluecher plan. 

In the view of one American general, 
it will take two years to conscript, or- 
ganize and train a new Germany Army. 
Two vears are needed, too, to retool Ger- 
man industry before mass production of 
weapons can begin in the Ruhr. In the 
meantime, weapons are lacking to equip 
any West European forces now in being 
or ready for mobilization. 

Despite the agitation from the Ger- 
mans themselves, any move to start re- 
building Germany's military power will 
be a slow process. Nothing can be done 
without agreement among the U.S., Brit- 
ain and France, and there is no sign that 


| could deter the Russians. In the past, he 
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negotiations for such an agreement have 
even been proposed. 

The Allies still act as though the 
thought of rearming Germany had never 
occurred to anybody. Marshall Plan offi- 
cials are drafting a large investment pro- 
gram for the current fiscal year that puts 
the stress on housing, electric power and 
industries that can absorb the unem- 
ployed. The program has not been 
changed since the Korean war started. 

In the same way, American, British 
and French diplomats still are operating 
under pre-Korea rules to control and 
guide West Germany’s revival, and are 
not acting to organize the country as an 
armed ally. For example, the British are 
still opposing anv plan to expand the 
German merchant marine. Nobody is pro- 
posing that the German steel-production 
limit be raised, although a full-scale ef- 
fort to rearm Europe would force it. 

The outlook is that German industry 
will come ahead of German troops in any 
all-out program to build up European de- 
fenses. The increasing tightness of steel 
in U.S. already is leading U.S. firms to 
inquire about German rolled and special 
steels. Ruhr steel producers say these 
inquiries indicate a demand for more 
than 17 million tons of steel annually, 
against the present 12-million-ton limit. 

It is probable that the British, before 
the end of 1950. will be agreeable to a 
rise in German steel output and to the 
production of indirect militarv-supply 
items for other countries. But German 
production of munitions, or even compo- 
nent parts of weapons, is not likely to be 
favored by Britain in the foreseeable 
future. It is not likely that the Germans 
will be allowed to start manufacturing 
arms any time soon. 


WEST GERMAN INDUSTRY IS A TRUMP CARD FOR ALLIES 
Ruhr: Two years needed to retool for armament 





If full-scale arms production is mapped 
for West Europe, Germany is likely to 
get increasing orders for steel, machine 
and precision tools, ball bearings, military 
trucks and other equipment short of 
weapons. With a million and a half un- 
employed and production running at 80 
per cent of capacity, Germany has the 
biggest industrial slack in Europe that 
could be taken up for military orders. 

As for German troop units, this still 
seems to be a long way off. Allied offi- 
cials preter to follow the original plan of 
creating a West European force first and 
then considering a Germany Army—hop- 
ing it will not be needed by then. 

There have been a few very secret 
visits of German ex-officers to London, 
ostensibly to talk with prewar friends, 
and in at least one such meeting there 
was agreement that the present genera- 
tion of Germans should never be allowed 
to do atomic research or be permitted to 
revive an Air Force. At this meeting it 
was agreed that the Germans would 
have to be content with a fairly moder- 
ate-sized, highly motorized force to be 
worked in with a West European Army. 
Even that view, however, is far ahead of 
the political thinking that fears the con- 
sequence of any talk about a new Ger- 
man Army. 

American officials in Germany are con- 
vinced that it is the atom bomb, plus 
America’s industrial potential, that de- 
ters a Russian invasion of West Europe 
at the present time. On this basis, they 
hope that the actual rearming of Ger- 
many can be avoided. As one of the top 
officials in American headquarters re- 
marked: 

“The old-line German officials are 
back, the old-line Ruhr industrialists are 







~Black Star 





U.S. News & World Report 





back. Now, if we bring back the generals, 
what chance have we of ever creating a 
democratic Germany?” 


TOKYO 

Rearming of Japan as a barrier against 
the spread of Russian Communism al- 
ready is being started by General of the 
Army Douglas MacArthur. A Japanese 
national police force of 75,000 men, now 
being formed under his orders, is looked 
upon as a new defensive army that can 
take the place, within Japan, of the U.S. 
divisions already sent to Korea. 

Within the Japanese Government, as 
well as at the MacArthur headquarters, 
there is fear that stripping Japan of 
occupation troops will offer Russia an 
opportunity to make a sudden surprise 
attack on Japan. Such an attack could 
come from Sakhalin Island, for example, 
now entirely controlled by Russia, and 
could be co-ordinated with an uprising 
of the Japanese Communists. 

Expansion of the Japanese police 
force is regarded as the first of a series 
of moves intended to meet that danger. 

The new police reserve is to be 
operated along army lines. Japanese of- 
ficials say that it will be recruited among 
young unmarried men from the rural dis- 
tricts. Since General MacArthur is in- 
sisting on maximum speed, the police re- 
serve is to be manned by former soldiers 
who are familiar with weapons and the 
requirements of discipline. It will be com- 
manded by former military officers. 

Japanese authorities insist that, to do 
the job right, regular Army officers should 
be “depurged” and recruited. Some oc- 
cupation officials, opposing this, say that 
reserve officers should be called up in- 
stead. This police force is to be recruited 
for a limited period—two or three years 
—permitting the training of a steadily 
increasing number of men. They will live 
in compounds in strategically located cen- 
ters, and may take over camps recently 
evacuated by American Army divisions. 

The first 22,000 of the police reserve, 
it is understood, are to be ready for serv- 
ice within three months. Initially, they 
are to be equipped with side arms, ma- 
chine guns, armored cars, and _ possibly 
light tanks and mortars. 

This force is to be separate from the 
present police establishment numbering 
125,000, which was created under Diet 
legislation and is under the supervision of 
an independent public safety commission. 
The new organization is not to be au- 
thorized or approved by the Diet, as the 
Japanese constitution seems to require. 
General MacArthur’s aides admit that this 
is extralegal. They contend that his di- 
rective supersedes the constitution. 

Some U.S. military men in Tokyo 
argue, however, that sooner or later it 
will be necessary to revise the provision 
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in that constitution, written by General 
MacArthur, which renounces war and 
states categorically that “land, sea and 
air forces, as well as other war potential, 
will never be maintained.” 

General MacArthur himself has taken 
no steps in the direction of revising the 
constitution and not long ago said that 
“the raising of armed forces would at- 
tract rather than dissuade aggression.” 
But he has also said that “by no sophistry 
of reasoning” can the constitution be in- 
terpreted as “complete negation of the 
inalienable right of self-defense against 
unprovoked attack.” 

While the Japanese Government is 
complying with the MacArthur directive, 
newspapers are calling on the Govern- 
ment, and implicitly on General Mac- 
Arthur, to seek Diet approval. Asahi, 
Japan’s leading daily, said: “The Govern- 
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down. But the Korean war changed the 
picture. Three of the four U.S. Amy 
occupation divisions already have been 
shifted to Korea, and still more troops 
are needed there. It is likely the last of 
the occupation divisions soon will be 
sent to Korea. 

General Willoughby for months had 
been exerting pressure for creation of a 
constabulary set up along military lines, 
When the full implications of the Ko. 
rean war were felt, General MacArthur 
promptly approved the Willoughby plan. 
Aides of General Whitney insist that. 
once the emergency is over, General 
MacArthur will dissolve the new force 
or integrate it with the ordinary police 
But most diplomats and Japanese doubt 
that such a step will ever come. 

Responsible officials of the Japanese 
Government, in referring to the police 





Production: 1943—10 million tons; 1950—2.5 million tons 


ment has a responsibility to take enough 
care not to make this the revival of a 
police state.” Similar apprehension has 
been expressed in other editorials. 

The present development represents 
at least a partial victory for one faction 
at the MacArthur headquarters. Since 
the beginning of the occupation, the 
General’s aides have been split on the 
question of rearming Japan. One section, 
which is responsible for political policies 
and is headed by Brig. Gen. Courtney 
Whitney, fought vigorously for strict 
limits on the police to prevent revival 
of the old police state. The Intelligence 
section, headed by Maj. Gen. Charles E. 
Willoughby, fought just as determinedly 
for a big, highly centralized police sys- 
tem, as well as a new Japanese Army. 

Effect of Korean war. For a long 
time, General Whitney won every show- 


reserve as a “defensive army,” explain 
privately that 75,000 is the same as the 
number in the Japanese standing arm) 
immediately after World War I. 

Prime Minister Shigeru Yoshida told 
the Diet that the “primary purpose of 
the new police force is to defend Japan 
from possible invasion by Communist 
forces.” His statement created a sensa- 
tion, and the next day a Government 
spokesman insisted Yoshida had _ been 
misunderstood. 

No thought control. Seeking to allay 
widespread fears as to the purpose of the 
new police reserve, Yoshida issued a state- 
ment saying that it “must not lead to re- 
vival of thought control or a police state.” 
At the same time, he said that Japan must 
not think of rearming, because that would 


be a financial burden and also might tar- | 


nish Japan’s postwar reputation. Diplo- 
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mats, however, point out that this par- 
aliels similar official declarations in Ger- 
many and may be an effort to establish 
a basis for bargaining with U.S. 

A top-ranking MacArthur aide says 
that the police reserve is to perform the 
same function that the occupation army 
nerformed before most of it was shipped 
to Korea—that is, to back up the regular 
local police, numbering 95.000, and the 
national rural police, numbering 30,000, 
in the event of trouble. 

There is no present intention to use 
the Japanese police reserve in Korea, nor 
to allow the Japanese to volunteer for 
service there. Despite the urging of Gen 
eral Willoughby, that proposal is said to 
be rejected flatly by General MacArthur. 

Another question that is being widely 
discussed is whether Japan should be per- 
mitted to revive the production of weap- 
ons, as a contribution to the defense of 
the non-Communist part of the world. 

Revival of war production, officials 
believe, would be relatively simple. In 
fact, there are some unconfirmed reports 
that an effort may be made, as a first 
step in that direction, to permit Japanese 
industry to produce light arms for the 
new police reserve. 

Industrial war potential is now far less 
than it was in the prewar period. due 
to widespread destruction and the fact 
that Japan no longer controls Manchuria. 
Korea, Formosa, Southern Sakhalin or the 
Ryukyu Islands. In 1943, Japan produced 
nearly 10 million tons of steel. Now her 
steel production is only 2.5 million tons 
a year. With adequate raw materials and 
minor repairs, she could expand her out- 
put quickly to more than 5 million tons. 

Heavy industries that produced tanks. 
planes, guns and other weapons before 
the Japanese surrender and then were 
converted to the making of civilian goods 
probably could be reconverted without 
too much trouble. 

If at any time U.S. decides to revive 
the Japanese Army on a big scale, the 
task will be simplified by the fact that 
General Willoughby’s intelligence  sec- 
tion has kept in touch with the most 
capable former officers. One Japanese 
official asserts that the officer corps of a 
new Army could be mobilized in 24 
hours. 

As of now, General MacArthur's closest 
aides are insisting that he has no inten- 
tion of reviving a regular Japanese Army. 
For one thing, thev point out that from 
a financial standpoint Japan could not 
afford it. Furthermore, it would be 
dynamite among U.S. allies in the Pacific 
who still are fearful of a resurgent 
Japanese militarism. The MacArthur ac- 
tion is something of a compromise be- 
tween reviving a regular Army and 
leaving Japan without any military force 
other than ordinary police. 


AUGUST 4, 1950 








AND AS IN THE U.S., A STREET-CORNER CONFERENCE 
The supplementary force may be extralegal but it’s a fact 
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Arms—Not Overhead—Get 
Most of Big New Outlay 


Weapons get the first call on 
new defense billions. This time 
money is to go for fighting gear, 
not military overhead. 

Orders for guns and tanks are 
to be four times as high as the 
rate before Korea. Aircraft orders 
will be tripled. 

New program marks the first 
increase in U.S. armed strength 
since World War Il. It is just a 
beginning, if trouble spreads. 


Arms spending, now set at 24 bil- 
lion dollars for the year ahead, is to 
buy about three times as much fight- 
ing strength for U.S. as planned un- 
der the pre-Korea military budget of 
13.5 billion. 

The added 10.5 billions, under present 
plans, will go almost entirely for combat 
strength, with less than half a_ billion 
earmarked for military overhead. That 
compares with planned outlays of only 
5.4 billions for combat strength and 8.1 
billions for military housekeeping under 
the defense budget laid out before the 
trouble in Korea. 

What the 24 billions will buy, as 
a result, is represented in the following 
great increase in fighting equipment and 
fighting man power, with only a small 
increase in overhead for the armed 
forces: 

In new guns, tanks and other equip- 
ment, except aircraft, spending is to be 
four times as high as planned last month. 
Orders for this combat equipment will 
total at least 3.32 billion dollars for the 
year ahead, instead of the 680 million 
previously planned. That’s a minimum 
figure, with more billions to be author- 
ized if war spreads. 

In aircraft, where the biggest outlays 
had been planned, orders are to be about 
tripled. Procurement of planes, previ- 
ously set at 2.08 billions, is being au- 
thorized at a rate of 5.5 billions. That, 
too, may be only a starter. 

In combat supplies—that is, ammuni- 
tion, fuel, spare parts, other things 
needed to operate fighting units—about 
four times as much will be bought under 
the revised defense budget. This in- 
crease is to be from a vlanned 900 mil- 
lions to at least 3.4 billions. 
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In fighting man power, too, the in- 
crease will be substantial. Pay and sup- 
port of men in combat units had been 
fixed at 1.43 billions. With the supple- 
mentary funds now planned, it will be 
2.77 billions, about twice as much. The 
authorized increase of at least 600,000 
men in uniform, in other words, will 
about double the number of fighting 
men in land, sea and air units, will in- 
crease only slightly the larger number of 
men in overhead and supply jobs. 

In new ships, the revised budget pro- 
vides a 50 per cent increase in orders. 
Outlays for ship construction are to be 
increased from a planned 298 million 
dollars to 483 millions. 

Together, this spending on combat 
strength is about triple the amount 
planned a month ago, about 15.4 billions 
compared with 5.4 billions. At the same 
time, spending for military overhead— 
for civilian employes, noncombat service- 
men, military public works, pensions, 
stockpiling, research and reserve costs— 
is being increased only from 8.1 billions 
to 8.6 billions. Most of the increased 
outlays, thus, are to be used in building 
up the fighting strength that has been 
kept low in order to pay high postwar 
housekeeping costs. 

Actual war strength resulting from 
these bigger outlays is to show this in- 
crease in U.S. land, sea and air forces 
in the period ahead: 

Army strength is to go up in man 
power and in armor. Present plans are to 
increase the number of Army divisions 
from 10 to at least 12, maybe 15 or more 
if war threatens to spread. Present divi- 
sions, all undermanned, are to be 
brought up to full size. That’s under the 
24-billion budget. If full mobilization is 
decided on later, the number of divisions 
could reach 50 even without a full-scale 
war. Opening of new training camps al- 
ready has begun, with Camp Brecken- 
ridge, Ky., and Fort Jackson, $.C., now 
being added to the five training centers 
in operation. New equipment, however, 
will get most of the increased Army dol- 
lars for the year ahead. Of the Army’s 
added 3 billions, about 1.44 billions is 
earmarked for buying new tanks, weap- 
ons, trucks, other combat equipment. 

Navy strength, meanwhile, is to be 
greatly increased in men, ships and 
planes. At least nine additional aircraft 
carriers will be brought into service. A 
total of 48 war vessels is to be brought 
out of storage, to start. Naval-aircraft 


What Defense Billions 
Will Now Buy 


Arms Budget 


As Planned Revised 
Before Defense 
Korean Wor Budget 


(in billions of dollars) 
For combat forces 


Pay & support of men 


in combat units 1.43 2.77 
Operation, upkeep of 
combat equipment 90 3.40 
Aircraft procurement 2.08 5.42 
Ship construction and 
reconversion .30 48 
New guns, tanks, 
other equipment _ 68 3.32 
5.39 15.39 
For military overhead 
Civilian pay roll 2.39 2.39 
Pay & support of non- 
combat servicemen 2.86 2.86 
Military public works 18 18 
Civilian reserves 74 74 
Pay to retired 34 .34 
Research & development .61 61 
Stockpiling & other 
overhead 1.03 1.49 
8.15 8.61 
Totals 13.54 24.00 


strength, under present plans, will be in- 
creased by about 1,100 planes in short 
order, with about 2,000 other planes to 
be bought during the year. In man pow- 
er, Navy strength is to increase from 
375,000 to 579,000 men during the year. 

Marine Corps size, part of Nav 
strength, is to be increased by about 60 
per cent now, may be doubled within 
the year. Planned spending by the Ma- 
rines is nearly doubled, from 300 mil- 
lions to 578 millions. Only Marine air 
strength remains the same under pres- 
ent plans. 

Air Force strength, however, is to get 
the biggest boost from the new 24-bil- 
lion arms budget. About half of the 
added billions are earmarked for this 
service. Unit strength will be increased 
from 48 air groups to 58 groups in the 
next few months, with indications that 
it may reach 70 groups by the end of 
the budget year. Emphasis will shift 
somewhat to tactical aircraft, with the 
production of jet fighters to be tripled in 
some plants. Orders for new Air Force 
planes, over all, will be nearly three 
times the previously planned level of 
spending. 

That’s the outlook now under the new 
arms budget. It shows, with 10.5 extra 
billions, the first real increase in United 
States war strength since war's end. It 
shows, too, the size and direction of 
military spending that can be expected 
for years ahead, with no decrease in sight 
for outlays needed to get effective war 
strength. 
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POLITICAL POWER MOVES WEST 


Sales Opportunities, Too, Follow the People 


People are going west, leaving 
the farm, showing a preference 
for city life. That’s what the 1950 
census shows. 

Shift in population, now re- 
corded, is to bring important 
changes to businessmen, politi- 
cians, defense planners. 

Marketing conditions for al- 
most everything are altered by 
the new figures. So is the political 
outlook for both parties. 


On April 30, 1950, the population 
of the United States was 150,520,198. 
That is 18,850,923 higher than it was 
on April 30, 1940. 

Those figures will serve as a guide for 
political, business and military planning 
in the decade ahead. The nation’s popu- 
lation, rising 14.3 per cent in the 10 
vears, did not grow evenly over the 
country as a whole. A few States actually 
had fewer people in 1950 than in 1940. 
Some States had small gains. And others 
showed a large growth. There was much 
shifting around from one State to another. 

With the change in population is to 
go a shift in political power. The Far 
West is to be the biggest gainer in po- 
litical influence. The Northeast and the 
farming States of the South and Middle 
West are the biggest losers. No longer 
is it out of the question for a President 
to come from the Far West. 

Markets, too, are being remade by the 
movement of people. In the census figures 
will be found the basis for many changes 
in the plans of industry. 

The military sees in the population 
tise the source of a bigger defense force 
for the future. The huge baby crop of the 
1940s can become the soldiers of the 
1960s if need be. 

The accompanying maps and _ tables 
present a State-by-State picture of what 
is going on. 

Generally, the center of population is 
moving west, just as it has done in 
every census since that of 1790. A migra- 
tion and decentralization of industry to 
take care of regional needs trimmed 
down the growth of the old industrial 
States of the East, spreading industrial 
and political power more generously 
over the rest of the country. 
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And, as a development of the times, 
population is being sucked out of the 
farming States of the middle of the 
country into the States that stand along 
the nation’s borders. Nineteen States and 
the District of Columbia gained popula- 
tion at a rate higher than the average 
for the nation as a whole. Fifteen of these 
States stand on the Atlantic or Pacific 
seaboard, or along the southern or north- 
ern border of the country. 

The political meaning of the shift will 
become clear within a short time. A re- 
apportionment of seats in the House 
of Representatives to correspond with 
population changes is automatic. It will 
go into effect before the 1952 elections. 
With the shift in House seats goes a simi- 
lar change in electoral votes. 

Best estimates indicate that 14 House 
seats will shift from States in the East, 
South and Middle of the country to States 
on the Pacific Coast, along the Great 
Lakes, and to Florida and Texas. 


California, with 8 new seats, will be 
the biggest gainer. Six other States gain 
one seat, each. These are Florida, Indiana, 
Michigan, Oregon, Texas and Washing 
ton. Biggest losers are New York, with 
3, and Pennsylvania, with 2. Nine other 
States lose one seat each. They are 
Arkansas, Georgia, Illinois, Kentucky, 
Mississippi, Missouri, North Carolina, 
Oklahoma and Tennessee. 

New York still will lead the country 
in its number of electoral votes. It will 
have 44 instead of its present 47. In a 
tie for second most desirable State to win 
in a Presidential race will be California 
and Pennsylvania, with 33 votes each. 
Third will be Illinois with 27. Texas will 
be fourth with 24. New Jersey and Massa- 
chusetts will be next with 16 each. 

This means that both parties will be 
just as eager to win California as they 
have been in the past to capture Pennsy] 
vania. Oregon and Washington also will 
gain an electoral vote each—and an addi 

tional House seat. California, Ore 





i 


ee col co cee cee oe oe oe 


Tu 














gon, Washington and Nevada will 
have a total electoral vote of 52 
and a comparable voting power in 
Congress. 

The spectacular gains of these 
four States is a high spot in the 
census returns. California, with a 
percentage gain of 51.6, led the 
nation. The three other Far West- 
ern States grew faster than any 
other States except Florida and 
Arizona. 

Most of these migrants went 
into cities. Keeping pace with the 
population rise was a leap in non- 
agricultural employment. It went 
up 60 per cent in California and 
42 per cent in Nevada. Electric- 
power production, which doubled 
in the nation as a whole during 
the decade, almost trebled in the 
Far Western States. 

Far Western industry got a 
shot in the arm during the war. 
Shipyard and_ airplane plants 
sprouted. Since the war, the tour- 
ist industry is thriving. And many 
small industries have grown up— 
machinery, metalworking, service 
plants. Large garment and suit in- 
dustries have developed in San 
Francisco and Los Angeles. 

Most of the farm States lost 
population during the decade. 
Good wages in industrial cities 
have been a constant lure. Five of 
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CHANGES IN NUMBERS, STATE BY STATE 
STATE 1940 1950 
Alabama 2,832,961 3,052,395 | 
Arizona 499,261 742,364 | 
Arkansas 1,949,387 1,900,246 
California 6,907 ,387 10,472,348 | 
Colorado 1,123,296 1,315,206 | 
Connecticut 1,709,242 1,994,818 | 
Delaware 266,505 316,709 | 
District of Columbia 663,091 792,234 | 
Florida 1,897,414 2,734,086 
Georgia 3,123,723 3,418,120 | 
Idaho 524,873 586,037 | 
HHinois 7,897,241 8,696,490 | 
Indiana 3,427,796 3,917,904 | 
lowa 2,538,268 2,609,748 
Kansas 1,801,028 1,898,519 | 
Kentucky 2,845,627 2,931,588 | 
Louisiana 2,363,880 2,669,043 
Maine 847,226 907,205 
Maryland 1,821,244 2,322,657 
Massachusetts 4,316,721 4,711,753 
Michigan 5,256,106 6,334,172 
Minnesota 2,792,300 2,967,210 
Mississippi 2,183,796 2,171,806 
Missouri 3,784,664 3,924,220 | 
Montana 559,456 587,196 | 
Nebraska 1,315,834 1,308,394 
Nevada 110,247 158,378 | 
New Hampshire 491,524 529,881 
New Jersey 4,160,165 4,821,880 
New Mexico 531,818 677,099 
New York 13,479,142 14,743,210 
| North Carolina 3,571,623 4,034,858 
| North Dakota 641,935 616,185 
| Ohio 6,907,612 7,901,791 
| Oklahoma 2,336,434 2,230,253 
| Oregon 1,089,684 1,510,148 
Pennsylvania 9,900,180 10,435,965 
Rhode Island 713,346 786,324 
South Carolina 1,899,804 2,107,813 
South Dakota 642,961 650,025 
Tennessee 2,915,841 3,280,575 
Texas 6,414,824 7,677,060 
Utah 550,310 686,842 
Vermont 359,231 375,786 
Virginia 2,677,773 3,247,781 
Washington 1,736,191 2,361,261 
West Virginia 1,901,974 1,998,536 
Wisconsin 3,137,587 3,417,372 
Wyoming 250,742 288,707 
Source: Census Bureau 
the farming States—Arkansas, Mississippi, it was 10 vears ago. The total amount only about a third as much of this work _ 
Nebraska, North Dakota and Oklahoma _ of land in farms has risen by about 30 as it did in 1922. The meat-packing in- se 
—actually lost population in the decade. per cent; but the number of farms has dustry also is being spread among A ' 
Practically all of the others lagged be- fallen about 8 per cent. And the average producing States. Iowa, Minnesota, Penn- “~ 
hind the national increase. value of farm land has just about doubled | sylvania, Texas and California now are “a cd 
In spite of this decrease in farm popu- since 1940. Farm wage rates have important meat-packing States. And Tlli- i 
lation, more stable prices and a wide- _ trebled. nois employs only half as many in this O, 
spread mechanization of agricultural The decade saw many industrial shifts industry as it did in 1919. = : 
work caused farm incomes to show a_ to meet the needs of the changing popula- From the military point of view, the } 
: : ‘ yaaa , é : Calif 
considerable and steady rise over the tion. The cotton-manufacturing industry farm States still are the ones to watch a 
decade. The census shows the average continued its movement into the cotton- for future soldiers. The Southeastern New 
farm to be a good deal larger now than growing States. New England now does _ States still have the largest proportion of , 
AUG 
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Where Big Gains Took Place 
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tail youngsters under 18, with the Southwest 65 or older. The proportion is almost as in the nation. The average income there 
ie and the Northwestern farm States close high in Montana and Nebraska. In Cali- is higher than for any other area in the 
ae behind. In these areas, one of each three fornia, 8 per cent of the population is country except the Middle Atlantic States 
wy persons is under 18. But in the heavily over 65. In Florida, the percentage is 7. —the largest of which, New York and 
ii urban reaches of the Eastern industrial These figures hold significance for in- Pennsylvania, lost ground relatively in 
Ili. areas, the proportion sometimes falls as surance companies, for all kinds of busi- _ the census. 
this low as one person in each four. nessmen and for politicians. In the days But the politician is eying the census 
Oddly enough, the State with the larg- ahead, businessmen will shape production _ returns even more eagerly than the busi- 
the est percentage of persons over 65 is not and sales campaigns to suit the figures nessman. Political jobs depend upon peo- 
er California or Florida, noted though these _ turned up by the Census Bureau. ple. And the movement of people is just 
nll two States are as places for retirement. In The spectacular rise of the Far West as important to the politician as the way 
an New Hampshire, 1 person of each 10 is has made it into the second-best market they vote. 
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MOST 1-A’S FACE A WAIT 


Armed Forces Will Call Up Specialists First 


Build-up of armed forces 
doesn’t mean a quick call of all 
1-A‘s, Reserves, National Guards- 
men. Specialists come first. 

All branches need doctors, 
technicians, other experts. Volun- 
teers are counted on fo fill a lot of 


these gaps. 

Draft will take many, but de- 
ferments are available. Chance 
of a civilian’s donning uniform is 
pretty small, unless war grows. 


Draft use, call of Reserves, defer- 
ment policies remain in a state of un- 
certainty. The only firm answer that 
can be given to individuals wondering 
about their future status is that mili- 
tary man-power needs, for the time 
being, are limited. 

As of now, the situation and the out- 
look are as follows: 

Draft. The first 100,000 men will be 
inducted in September and October. 
Monthly calls for 20,000 to 30,000 appear 
probable after that. Already classed 1-A 
are 1.5 million youths. So any 1-A has 
a relatively small chance of being called 
immediately. And youths not vet in 1-A 
are very unlikely to get an early call, in 
most areas. 

Youths entering or returning to col- 
lege in September will not be inducted 
until the end of the academic year— 
June, 1951, at most schools. But they 
must start classes before a notice of in- 
duction arrives. Otherwise they can be 
taken. Essential workers and men with 
dependents will get liberal deferments. 
However, each draft board has its own 
ideas. No draft-age individual can be 
absolutely certain of his prospects. 

Reserves. \any questions are unset- 
tled for Reserves, too. Yet the general 
line taken by each service is clear. 

Marines. Ground-force units of the 
Organized Marine Corps Reserve are 
ordered to active duty now. Involved are 
about 30,000 men and officers. As many 
as 3,000 may be deferred, eventually, as 
physically unfit or essential at home. 

A few of the 41 Marine Air Reserve 
squadrons are being recalled too. But 
Marine Reservists not in organized units 
—about 86,000 individuals—are exempt 
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so far. Only those below the rank of 


sergeant are asked to volunteer. 
Marine strength was 74,200 on June 
30. This is to be boosted by about 60,000, 


including Reserves already called, in the 


first phase of rearming. 

Navy. Some officers and many rated 
specialists of the Organized Naval Re- 
serves are being ordered to active duty. 
Several air units are mobilized. A large 
percentage of the 184,000 men and off- 












NAVAL RESERVISTS REPORTING FOR DUTY 


Present man-power needs are limited 


cers in ONR may don uniforms within 
the next 3 to 6 months. Deferments for 
ONR members will be hard to get. 

The 934,000 officers and men in the 
inactive or volunteer Reserves, by con- 
trast, will not be recalled to active duty 
under present plans, except as they volun- 
teer. Navy strength is to rise by about 
200,000 men and officers. Not more than 
1 Reserve officer in 10 will need to go 
on duty, unless plans are expanded. 

Army. The first objective is to add 
about 240,000 to the 590,000 men and 
officers now on duty. 

A few small Organized Reserve units 
are called up. And mandatory orders for 
individuals will be going out on an in- 
creasing scale. Deferments are to be 
granted, but detailed rules have not been 


ee SF 
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announced. Most Reservists returning to 
duty at this time are coming back as 
individuals, voluntarily, and no defer. 
ment problems are involved. 

More officers than are needed already 
have volunteered, except in some critical 
categories. Engineer and infantry lieutep- 
ants and captains are in greatest demand. 
Among enlisted men, big need is for 
personnel trained in airborne operations. 
tank and gun maintenance, communica- 
tions, landing-craft operation, cam- 
ouflage,andconstruction of bridges, 
roads, beaches, ports, airfields. 

Air Force. Reserves are counted 
on to fill the Air Force's present 
need for about 130,000 new men. 
A very limited number of units in 
the Air Force Organized Reserve 
are being recalled. But most of 
the 53,000 “week-end warriors” 
are not to see active dutv vet. 

A request for volunteers, in- 
stead, is going out to the 271,000 
men and officers in the unassigned 
Reserves. Officers wanted are liev- 
tenants and captains trained as 
navigators, bombardiers, and spe- 
cialists in communications, radio, 
radar, weather, armament. En- 
listed men most needed are me- 
chanics, and specialists in radar, 
radio, communications, armament. 

National Guard. Few of the 
372,000 men and_ officers it 
ground and air units are to b 
recalled now. Calls, so far, are 
limited to small units, 
truck-transport companies, radar- 
maintenance crews. 

Physicians and _ dentists. 
They are in a special class. The 
armed forces already need 1,000 mor 
physicians, 600 more dentists. They dont 
expect to get enough volunteers. As 
a result, they are meeting with 
sional associations to work out a 
for pulling the medical and dental me 
into service. Interest centers on several 
thousand voung doctors trained at Goy- 
ernment expense during World War Il. 
Many of them served for short periods, 
or not at all. 

Mobilization plans, in 
point to a need for about 600,000 added 
men. The draft, and volunteers from 
Reserves, will meet most of that need: 
More than 2,500,000 individuals have 
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FROM THE CAPITALS OF THE WOR D 


LAKE SUCCESS....LONDON....STOCKHOLM....ISTANBUL.... 








>> What brings Russia back into the United Nations, however briefly, is the 
idea that Russia can gain much and lose little by a showdown at Lake Success. 

At_best, Russia has a chance to get the Chinese Communists into China's 
seat on the U.N. A shift of two votes on the Security Council would do that. 
And Russia also sees a chance that Korean Communists might win an election 
supervised by the U.N. during a truce. North Koreans will vote as Communists 
order. South Koreans, many of them, are weary of bombs and bloodshed and might 
vote Communist to get peace at any price. For Russia, it is worth a try. 

At worst, Russia gets a forum in the U.N. for another blast at the U.S. If 
Russia loses on China and Korea, there is always a way out, the walk out. 

So Russia is taking the chance. But, in the U.N. or out, Russia cannot 


turn off the alarm bells that started ringing when war began in Korea. 











>> Creeping war, once declared, cannot be called off overnight. In the West... 
Rearmament has top priority now, all over Western Europe. That's sure. 
Spending for recovery won't be stopped. Arms industries cannot feed on 
weak economies. But the planned pace of economic recovery will slow down. 
Marshall Plan aid will be diverted considerably; not directly to arms, but 
to the things needed for rearmament--more steel, transport, fuel, electricity. 
Atlantic Pact alliance will get its first teeth ahead of schedule. The 
U.S. insists on that no matter what Russia does in the U.N. Military talks go on. 
More men will be called to arms. Young Europeans up for military service 











can expect to stay in uniform two years, not just 18 months or one year. 
Men can be called quickly. Arms for the men, for the divisions needed 
to defend Western Europe against any attack by Russia, are not found so easily. 


>> Most of the arms for the free countries will come from the U.S., greatest 
industrial power of them all. But others, from now on, will contribute more. 


France proposes that U.S. military aid to Western Europe be handed out in 





dollars and machinery, not just arms. Idea is to let Western Europe expand its 

own arms industry, now operating under capacity, to take the load off the U.S. 
There are problems involved in all this. First question: Is it safe to 

Sink, say, 4 billion U.S. dollars into arms plants in Western Europe that, for a 





year at least, could easily be overrun by Russia? Answer: No. 
Solution, thus, probably will be to spend some U.S. dollars, not all of 
them, on arms factories in Europe, to put some eggs, not all of them, in that basket. 





>> What other countries can do in the way of rearmament is this..... 
Assuming a common effort with the U.S., assuming a willingness on the part 
(over) 





Issue of August 4, 1950, Volume XXIX, No. 5 














WORLDGRAM-= (Continued) 


of other countries to devote another 3 per cent of national income to arms....,. 
Assuming, too, U.S. aid of at least a billion and a half dollars..... 
Western European countries, Canada and Japan should be able to add about 5 
billion dollars’ worth of arms each year to current production of about 6 billion 
dollars' worth. That's not official, but it's a realistic guess. 
Such an effort by other countries would still leave them spending only an 
average of 9 per cent of national income on arms, compared to U.S. Spending, now 
planned, of about 12 per cent. But it's doubtful what other countries will do. 








>> Take the British, for example. They promise to spend 280 million dollars a 
year more on arms. That's less than 1 per cent of national income. It boosts 
total spending for arms to 7.4 per cent of income. Take the French. They 
promise to boost their spending for arms to 9 per cent of national income. 

Added all up, the British and French efforts look small. Russia is spending 
13 per cent of national income on arms, the British say. But the British and the 
French, although they do not trust Germans with loaded guns, might agree to let 
both the Germans and the Japanese make arms for the common defense. 

West Germany, soaking up 1 million unemployed, using plant now idle, could 
produce tank chassis, gun barrels, armor plate and the like worth about 1.6 
billion dollars a year. Japan, Similarly, could make about 360 millions' worth. 

Idea, gaining ground all over Western Europe, is to make the Germans and 
Japanese pay their way for the common defense. But making arms takes time. 














>> Joseph Stalin has time on his hands. He has the edge in men and in arms. 
Looking around the Soviet Union, Stalin can count 175 active divisions, 

one third of them mechanized, 25,000 tanks and 19,000 military aircraft. British 

Defense Minister Emanuel Shinwell says Stalin has 2.8 million men under arms. 
Looking abroad, Stalin sees little on land that he can grab without getting 

involved in a world war. The U.S. has drawn the line in Korea and appears willing 

to go to the defense of other countries too. So Stalin, for the present, is 

testing his strength on the seas around the rim of his empire. 











>> Stalin's aim is to turn the seas on Russia's borders into Communist lakes. 

In the Baltic, last April, Russian fighters shot down a U.S. Navy plane. 
Now, Russian gunboats are seizing Swedish fishermen. But, so far, Sweden and 
Denmark won't go along with Moscow's idea of closing the Baltic to all ships save 
those of Baltic countries. Sweden can mobilize 400,000 armed soldiers in a week, 
has subchasers equipped with radar and produces arms and jet fighters in under- 
ground factories. Denmark, though weak, is a member of the Atlantic Pact Alli- 
ance, so an attack on Denmark would bring World War III. 

In the Black Sea, Russia already has things pretty much her own way. On 
land, Turkey is strong. But, at sea, Turkey undertakes only to guard the Sea 
of Marmara and the Straits linking the Black Sea to the Mediterranean. And, 
recently, a submarine, presumably Russian, prowled through the Straits. 

In the Caspian Sea, Russia's only rival is Iran. Iranian coast guards now 
are catching Communists smuggling arms into Iran from Russia. And Iran's Army, 
no match for Russian forces, is filled with officers who lean toward Russia. 

In the Yellow Sea and the Sea of Japan, flanking Korea on both sides, 
Russia has a strong submarine fleet, so far inactive in the Korean war. 

Russia can talk peace in the U.N. Elsewhere, more war is the threat. 
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Now—Kimberly-Clark brings you 


Premium Papers at 
“Economy Prices ! 





HERE’S YOUR BEST SUPER SALESMAN — NEW LEVELCOAT— READY FOR SUPERCALENDERING! 


Now you can make every impression 
a far better impression — without an 
increase in printing cost! For Kim- 
berly-Clark’s four new fully-coated 
Levelcoat* papers with new fiber, 
new formula, give you premium qual- 
ity press performance and reproduc- 
tion—at the cost of ordinary paper! 

You'll see new whiteness and 
brightness, feel new smoothness, in 
all four Levelcoat papers. In make- 
ready, on large or small presses, 


youll discover new economy and 
dependability. Finally, in comparing 
reproduction with that of any other 
paper, at any price, youll agree 
there’s a striking new difference in 
the quality of printing achieved— 
with less waste—on new Levelcoat. 

So regardless of your paper re- 
quirements — for long runs or short 
runs, for advertising pieces, mag- 
azines or house organs—look to 


Levelcoat for printability at its best. 






He barks! — After leaving the automatic barker, 
logs are further stripped by the hand barker. 
Exira steps in the careful preparation of other 
raw materials, too, help assure this new premi- 
um quality. Its the finest paper in Levelcoat 


history—whiter, smoother, stronger, more versa- 


tile than you ever before believed possible. 





Proof of the paper is in the pulp! After fur- 
ther refining, and the addition of Long Lae 
sulphate fibers, this fluid pulp goes to the paper 
machines. The result then, will be a bright new 
premium paper that prints with exciting needle- 


sharpness ... gives vou brilliant true-to-life re pro- 


duction that snaps, sings, sparkles! 





Ever try to pass 79 final exams? | eveleoat 
does. or it never leaves the mill! Many tests are 
made on precision instruments; others with the 
skilled hands of highly-trained personnel. These 
people are proud of new Levelcoat—proud enough 
to make sure it gives you the press performance 


and reproduc tion of higher-pric ed paper! 





Before choosing any printing paper — Look at Levelcoat 


New HIFECT* — with sulphate-cooked 
fibers added, permanence, foldability, di- 
mensional stability make Hifect ideal for 
covers or any fine letterpress printing. 


New LITHOFECT*-for finest offset 
printing. Provides a moisture - and -pick-re- 
sistant coating. Offers outstanding foldabil- 
ity. Renders colors without loss of density. 





New TRUFECT*-—whiter. smoother, folds 
even better than before. Trufect. for letter- 
press, offers faster ink setting time, greater 
press dependability, finer reproduction. 


New MULTIFECT*—an economy sheet 
for volume printing. Now Multifect has added 
strength, better foldability, greater uniform- 
ity ream-on-ream than ever before. 


KIMBERLY- CLARK 


CORPORATION 
NEENAH, WISCONSIN | Kimberly 
ark | 


* TRADEMARK 














OF AKRON, OHIO, on August third, 
nineteen hundred, my father founded The 
Firestone Tire & Rubber Company. This 
year we celebrate the fiftieth anniversary 
of that historic event. 


In those fifty years, our Company has 
grown from a small, abandoned foundry 
building with a working force of twelve 
men to a world-wide organization of more 
than seventy thousand people whose high- 
quality products are known and respected 
everywhere. 


From the Firestone organization have 
come many developments that have made 
transportation history. These include the 
first mechanically-fastened straight-side 
tire which was the forerunner of the type 
now in universal use; the first commercial 
demountable rim which has now become 
the demountable wheel; the first angular 
rubber non-skid tread which is now a 
safety feature of all pneumatic tires; the 
first practical pneumatic tractor tire which 
led to putting the farm on rubber; and the 
first balloon tire which has now been de- 
veloped into the present day super-balloon. 


Our Company was the first to use racing 
tire construction principles in regular pro- 
duction tires; the first to manufacture 
synthetic rubber tires for airplanes and 
passenger cars; and the first to establish 
one-stop service stations where car owners 
could get in one place all of the products 


The burst 


and services needed to keep their cars in 
safe driving condition. 


In 1918, father pioneered the “Ship-by. ’ 


Truck” movement which gave impetus to 
the development of the trucking industry, 
He was a leader in the “Good Roads” 


movement which led to the construction | 


of our nation-wide system of highways, 


He waged successful battles against tire 
and rim monopolies in the United States, 
And, under the banner, “‘Americans 
Should Produce Their Own Rubber,” he 
fought against the international cartels 
which attempted to control the output, 
distribution and price of rubber. As a 
result, the Firestone Rubber Plantations 
were established in the West African 
Republic of Liberia, and during the war 
these plantations were one of the few 
sources of natural rubber available to the 
allied nations. 


These are but a few of the many impor- 
tant contributions which the Firestone 
organization has made to the progress of 
transportation and of civilization during 
its fifty years of service. This remarkable 
record of achievement was made possible 
by those millions of customers both past 
and present whose loyalty and friendship 
we value so highly; by our thousands of 
dealers whose service to car owners has 
been and is so effective and efficient; and 
by the men and women of Firestone whose 
ability and skill have contributed so vitally 
to our continuing progress down through 
the years. 
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This record of accomplishment is sub- 
stantial testimony to the superiority of the 
American system of competitive free enter- 
prise which has given our people the 
highest standard of living in the world. 
Under no other system do so many benefits 
accrue to sO many people: to the stock- 
holders who provide the facilities, to the 
men and women who make and distribute 
the products, and to the millions of con- 
sumers who buy and use those products. 


We believe that the next fifty years will 
bring forth even greater achievements. For 
example, in synthetic rubber, different 
formulas are constantly being created to 
meet specific needs. Technically speaking, 
synthetic rubber is a plastic and anyone 
acquainted with the plastic industry ceases 
to be amazed at the new uses developed 
and predicted for this material. The future 
uses of synthetic rubber and other plastics 
appear to be limitless. 


New applications of rubber to insulate 
machinery and equipment from vibration 
and to absorb shocks indicate the prospect 
of a much enlarged market in this field. 
The next fifty years may bring rubber 
toads that will be more durable and less 


THE FIRESTONE TIRE 





costly to maintain. And, in the future, 
foamed rubber may replace the coil spring 
in automobile seats, furniture and mat- 
tresses. Many manufacturers already are 
changing over to foamed rubber cushion- 
ing materials as fast as we are able to 
increase our output of this product. 


Present-day tire manufacturing equip- 
ment is highly efficient, yet we constantly 
are working on new and improved designs, 
always seeking to make our machines still 
more economical, simpler to operate, safer 
and more accurate. A major project of 
interest to us is the conversion to-new and 
revolutionary sources of power. Present 
methods of generating power may give 
way to atomic energy. Electronic vulcani- 
zation shows great promise. Indeed, fifty 
years from now, a tire manufacturing 
plant may bear little resemblance to the 
modern tire plant of today. 


This year, as we celebrate the completion 
of half a century of service, we of the 
Firestone organization are looking ahead, 
planning ahead and working ahead so that 
we shall continue to uphold our tradition 
of always giving to those who rely on us 
the “Best Today, Still Better Tomorrow.” 


Efi. of 


CHAIRMAN 


& RUBBER COMPANY 

















DIVIDING UP STEEL IN EMERGENCY 
AN INTERVIEW WITH ADMIRAL BEN MOREELL (RET.) 


President, Jones & Laughlin Steel Corp. 





EDITOR’S NOTE: Js steel, basic product of 
modern nations, to be short again in this critical 
period? Does the industry face controls in order 
to assure top output for support of our armed 
forces? 

Admiral Moreell (retired), president of Jones & 
Laughlin Corp., who knows the steel industry 
from the point of view of a military man using 
its products and also from the point of view of an 
industrial leader producing steel, is a top author- 
ity on the problems of providing enough goods 
for war at the same time that the economy tries 
to meet civilian needs. 

U.S. News & World Report invited Admiral 
Moreell to its conference rooms to discuss these 
, problems and their possible solution. The ques- 
tions and his answers follow. 





ADMIRAL BEN MOREELL (pronounced “Morell’’) 
has been a builder all his life. 

A graduate engineer, he worked four years for 
the city of St. Louis, went into the Navy in 1917, 
Twenty years later, at 45, he was the Navy’s 
Chief of Civil Engineers. His work in the Navy 

rought him in close touch with the building 
trades, made him an expert in the use of con- 
crete and in industrial relations. World War II 
and the Seabees, which he organized, helped to 
make him a four-star admiral. 

In 1946 he became Coal Mines Administrator, 
when the Government seized the struck soft- 
coal mines. Later that year he resigned from the 
Navy, and in 1947 became head of Jones & 
Laughlin, the nation’s fourth largest producer 
of steel. 








Q Do you think, Admiral, that voluntary controls 
of steel production would be better for the country at 
this time than a system of mandatory rationing? 

A I feel very strongly that a system of voluntary 
allocations of available steel production would be 
much better for the country. 

Q Why do vou think that? 

A Principally because of past experience and the 
temperament of our people. The London Economist 
in an editorial not long ago stated, ‘““The human don- 
key requires either a carrot in front or a stick behind 
to goad it into activity.” American industry works 
best under the incentive system, i.e., the attraction of 
the carrot. Americans respond poorly to the stick. 

We tried a system of steel distribution by volun- 
tary industry co-operation in 1948 and 1949 under the , 
direction of the Secretary of Commerce. The record 
shows that it worked very well. This was under 
authority of Public Law 395, 80th Congress, Dec. 30, 
1947. 

Q Was that different from the one you operated 
under during wartime? 

A Yes. The allocation system during wartime was 
directed by the War Production Board. It was the 
result of an evolutionary process. You will recall that 
there were several predecessors to the War Produc- 
tion Board. That Board did a fine job, eventually, 
but there was a lot of lost time and lost motion in 
finally obtaining efficient procedures. In the ultimate 
analysis, the effectiveness of the procedures followed 
by the War Production Board was entirely dependent 


upon the wholehearted co-operation of industry. Un- 
less that co-operation is obtained, we will have con- 
siderably less than maximum efficiency. 

That conclusion is confirmed by the experience 
under Public Law 395 to which I have referred. In- 
dustry wanted to prove that a system of voluntary 
allocations operated by able men from the industry 
will work. There is a report to the Secretary of Com- 
merce on the functioning of this voluntary system. 
That report indicates a high degree of success. 

I believe that the steel industry has earned a 
chance to show what it can do before it is placed 
under a rigid, mandatory allocation system. 

Q At what capacity is the steel industry running 
now? 

A The rated capacity is now a little over 100 mil- 
lion ingot tons and the industry is actually operating 
at slightly more than rated capacity. 

Q So that actually you have in excess of 18 million 
more tons available than when we started our wat 
program in 1939? 

A That is correct and, in addition, the industry 
has scheduled and has actually under construction 
approximately 6 million tons of additional capacity, 
which will come into production progressively and 
will all be available by the end of 1952. So that we 
will have, at that time, 24 million tons more than in 
1939. 

Q And so the amount the military will need should 
not make as much difference as it did when we 
started with controls? 
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Allocation by Industry Outlined... Gray Market: Why 


.- « Higher Output of Ingots ... Improving Labor Relations 


A That is right. The industry has today a capacity 
11 million tons greater than it was required to pro- 
duce in 1944, the peak year of World War II. And by 
1952 it will be 17 million tons greater! 

There is another point which I think is quite im- 
portant. In 1939, we had a large reserve labor pool. 
There was considerable unemployment. Therefore, 
labor was available, not only for increasing produc- 
tion in the steel industry, but also for those industries 
which fabricated the steel into war products. At 
present, there is comparatively little surplus labor, 
so that labor needed to fabricate war products will 
have to be taken, in large part, from industries now 
operating at top speed. Therefore, those industries 
would no longer be able to use the steel which is 
going to them. 

For example, it is reasonable to assume that the 
automobile industry will be called upon, as it was in 
the last war, to fabricate war material with present 
equipment and personnel. As a result, the automobile 
industry will not be able to make motor cars and 
trucks at the same rate as at present and, consequent- 
ly, demands for steel for these purposes will be very 
much reduced. 

The building up of the armed forces is going to 
take from industry a considerable number of our 
best productive workers. The bottleneck will be the 
availability of workers in the fabricating industries. 
There will be a redistribution of workers to those in- 
dustries that are fabricating war material. This means 
that the pressure for steel from those industries which 
the workers leave will no longer exist. 

Q You are assuming that various industries will 
have allocations also? 

A Yes, wherever there is a shortage which indicates 
the necessity of a well-studied distribution of the 
available supply. 

Q That means that other industries will have a 
diminished demand for civilian goods and an in- 
creased consumpton of their products for war pur- 
poses? 

A That is correct. 


Better Allocations Through Industry 


Q And, if that is the case, you will naturally be 
redistributing your steel to meet the new military 
requirements? 

A Yes. My point is that the people who can do 
that kind of a job best are those who are thoroughly 
informed on the operations of both the steel-produc- 
ing and the steel-consuming industries. These people 
are the steel producers themselves. They can dis- 
tribute the available steel with a minimum of dis- 


ruption to industry, avoiding waste and unemploy- 
ment. Arbitrary orders from Government agencies, 
based on incomplete or inaccurate information, might 
result in unemployment and waste of productive tool 
hours. 

Q Well, isn’t one reason given for mandatory allo- 
cations by Government the fear that favoritism might 
arise in the distribution to nonwar consumers? 

A Yes, that fear exists, but it did not work out 
that way when industry was given the responsibility 
for operating the allocations in 1948 and ’49 and 
when we were not impelled by what amounts to a war 
emergency. 

I cannot speak for the steel industry but I can 
speak for the character of the men who are its 
managers. Those men, if given the opportunity, 
will see to it that steel is made available for the 
essential needs of the armed forces and for vital 
civilian needs. And the distribution will be made 
without fear or favor and without regard to political 
consequences. 

I am more inclined to fear that with mandatory 
Government allocations there would be greater like- 
lihood of political favoritism. 

Q So the danger of abuse may lie in a different di- 
rection? 

A Yes. 

Q Who are the biggest users of steel today? 

A The biggest single user of steel today is the auto- 
mobile industry. At the present time, it is using about 
20 per cent of the steel production, although I must 
add that the automobile industry is making cars at 
a rate far in excess of normal. 


Impact of a New Conversion 


Q Broadly speaking, would you say that the con- 
version of your industry from normal operation to 
a system of voluntary allocations would be rapidly 
accomplished or gradually accomplished? 

A As far as the steel industry itself is concerned, 
the transformation could be done quite quickly, but 
the time schedule would depend largely upon the 
ability of the consumers of steel to adapt themselves 
to the manufacture of war material. It would take 
some time for some of these to tool up for large-scale 
production. 

Q Isn't there danger of unnecessary unemployment 
as a result of failure to mesh the program of steel 
production with the readiness of other industries to 
use steel for war purposes? 

A Yes, that is a very real danger. It is one of the 
reasons why I feel so strongly that this program 


(Continued on page 36) 
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of allocations should be operated by the people in 
the steel industry, under the supervision of the Sec- 
retary of Commerce. That combination worked be- 
fore because, as I have stated, the industry knows 
most about steel production and steel consumption. 

You see we have been operating for several years 
in an economy of large steel demand. That has forced 
steel producers to inform themselves as to the ability 
of fabricators to consume steel in order that we might 
be able to distribute the available supply to our cus- 
tomers equitably. 

Q Then, you have had experience with it? 

A We have had a great deal of experience. One of 
the causes of the so-called gray market has been that 
some fabricators built up large inventories because 
they feared that they would run out of steel. When 
they found that these inventories were excessive, they 
sold steel on the gray market. The steel producers 
found out pretty quickly what was happening and 
they began to keep a sharp eye on inventories and on 
the ability of fabricators to consume steel. The steel 
producers know pretty well what the fabricators can 
do. 

Q Is there some kind of gray market now? 

A Yes, on a small scale. There have been sporadic 
indications of a gray market over the past six months. 

Q Even apart from the Korean crisis? 

A Yes. 


President's Power to Boost Output 


Q That was due to the fact that the demands 
were greater than the supply? 

A That is correct. I believe it is important to re- 
member when we are considering this question of 
allocations of steel that the President already has a 
very effective tool for obtaining production of scarce 
material for war purposes and for the Atomic Energy 
Commission. This is the Selective Service Act of June 
24, 1948, as extended, which gives the President au- 
thority to seize and operate any production facility 
where the managers of that facility are unable or un- 
willing to produce the required articles for the armed 
services or the Atomic Energy Commission. 

I believe that the combination of this authority, 
which the President already has, and the authority 
for organizing a system of voluntary allocations to be 
operated by private industry under the supervision 
of the Secretary of Commerce, such as was provided 
under Public Law 395, 80th Congress, would be the 
most effective tools to serve the desired purposes. 

This combination would afford the greatest degree 
of flexibility as it would enable the people in closest 
contact with the day-to-day operations of industry to 
adjust their programs to the needs and abilities of 
the moment. 

Q What would you say is going to be the labor 
situation in view of this new crisis? 

A In time of war, two things happen. You subtract 
from the available labor market a large group of 
able-bodied, vigorous young people who are used 
either in the armed forces or in the civilian com- 


ponents which support them. To offset that, you 
draw into the labor market some people who are 
either not working at all or who are working part- 
time. In addition, you work people overtime. There 
is a limit to which you can work overtime. There js 
a point of diminishng returns beyond which you de- 
crease total production instead of increasing it. 
Many women and people with physical infirmities 
are drawn into the labor market. When there is no 
large surplus of labor, as at the present time, those 
drawn into the labor market will hardly compensate 
for those who are taken by the military services, 


How to Improve Labor Relations 


Q Now what about the possibility of labor disputes 
in the coming era? 

A That is a tremendously important matter. You 
can pass all the laws you want but, in the ultimate 
analysis, with our American philosophy of living, 
efficient production will depend on our ability to un- 
derstand each other and to work together volun- 
tarily. I believe that if we realize that we all have 
an identity of interest in this national emergency, we 
can minimize our labor difficulties. 

Q Do you think labor-management relationships 
have an impact on the trend of Government? 

A I do. I don’t like to use the word “socialism” or 
the expression “concentration of power in the hands 
of centralized Government,” which, of course, means 
the same thing. As labor-management relations be- 
come more involved and more discordant, the natural 
tendency is for one or both parties to seek the ad- 
vantage of legal restraints on the other party. That 
brings politics into the picture. Then decisions are 
made not on the merits of the matter under consid- 
eration but in the light of their probable political 
effects. Then power-hungry politicians begin to out- 
promise each other. 

If we are going to take power away from central- 
ized Government, or at least stop further concentra- 
tion of such power, this is a good place to start. We 
can do it by setting up procedures for conducting 
labor-management relationships without the _inter- 
vention of Government. 

Q Would the employers and unions promote ade- 
quately the welfare of the worker? 

A I believe so, when they get the spirit of the 
thing. I believe that when a man comes to work for 
my company we assume a certain measure of respon- 
sibility for his welfare. We are not absolutely respon- 
sible because no one, not even the Government. 
should be absolutely responsible for the welfare of an 
individual. He should be responsible for his own wel- 
fare. Just as soon as you relieve a person of that 
responsibility, he begins to deteriorate. 

Q Would the unions take the same view? 

A I think so. One mistake we have made in labor- 
management relations is to assume that labor and 
management must always be antagonistic. The phi- 
losophy which we preach to our people and to their 
duly elected representatives, the union officials, is that 
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our interests are mutual—we have much to gain by 
working together as members of a team. We conceive 
of the team as the owners of the business (share- 
holders), the management, and the workers, who are 
represented by unions. We believe we can prove to 
open-minded people that we have a mutuality of 
interests. And in times like these it becomes quite 
clear that we have an overriding identity of interest 
with respect to the national security. If we can ap- 
proach a condition of complete industrial harmony, 
we will have gone a long way toward strengthening 
our national security against any aggressor. 

Q Do you think strikes are preventable? 

A I think they are. I think if we can once establish 
that mutuality of interest I have spoken about, and 
complete confidence in each other’s integrity, we will 
have a working atmosphere that will prevent or at 
least minimize strikes. 

Q Do you think the legislation on the statute 
books today has helped or hindered sound relations 
with business? 

A I suppose you refer to the National Labor Re- 
lations Act of 1935, the so-called Wagner Act, and 
the Labor Management Relations Act of 1947, the 
so-called Taft-Hartley Act. 

The Wagner Act was designed to correct certain 
bad practices and injustices. There is nothing wrong 
with the intent of the Act. But it runs counter to 
the basic principle that labor relations should be 
removed from politics. Political administration is 
inherently inefficient. The administration of the 
Wagner Act is a good example of distortion of the 
law to achieve political objectives. The Wagner Act 
was abused by maladministration. This is what al- 
ways happens when you try to make people good by 
act of Congress. You exchange one set of evils for 
another which is worse. So we are tempted into a 
correction by resorting to more law, thus adding to 
the evil. We want less Government in labor relations, 
not more. When management and labor depend on 
Government to resolve their differences, they relin- 
quish a large measure of their freedom to political 
administrators. 


Value of Long-Term Contracts 


Q What do you think of the idea of long-term 
contracts such as the one entered into by General 
Motors recently? Do you think they will be accepted 
by other segments of industry, and, if so, do you 
think they will be a stabilizing influence in labor 
relations? 

A There are pros and cons with respect to long- 
term contracts such as the General Motors contract. 
There is no doubt a stabilizing effect on labor-man- 
agement relations resulting from such a contract. 
There is a greater feeling of security on the part of 
the workers. This is indicated by the boom in sales 
of household furnishings and other consumer goods 
as well as in house repairs in General Motors workers’ 
communities, which occurred immediately after the 
contract was announced. 





Q What do you see as its benefits to industry? 

A I believe one of the important benefits is that the 
contract indicates recognition by both management 
and labor of the essentiality of technological improve- 
ment. It establishes a formula for the worker’s share 
in such improvements even before they are made. 
This constitutes an incentive to management to effect 
the improvements in order to avoid paying out money 
that has not been earned. 

The annual wage increase provided by the contract 
can only be justified by continuing technological im- 
provements and complete worker co-operation. It 
can serve as a basis for establishing that industrial 
teamwork which I have stated is so essential to 
progress. It is important that the workers recognize 
that only by means of better tools which result in 
greater productivity per man-hour can real wages be 
increased and the standard of living raised for all. 
Worker co-operation in carrying out this principle 
can help materially in making a company competitive 
and increasing job security for its employes. 


Gambles for Management 


Q It’s really somewhat of a gamble, isn’t it? 

A Every labor contract, even a one-year contract, 
is a gamble in the sense that management assumes cer- 
tain fixed obligations that might become very onerous 
if business falls off materially during the period of the 
contract. Obviously a two-year contract is more of a 
gamble than a one-year contract. And a five-year 
contract is an even greater gamble. It is not a pleasant 
prospect to have to raise wages when business falls 
off badly and every effort is being made to reduce 
costs and prices and thus to stimulate demand. Also, 
increasing wages at the same time that dividends 
are being reduced, or even eliminated, is not likely 
to make shareholders happy. Perhaps it would be 
practicable to have some kind of “escape” clause 
which would provide temporary relief to the company 
when earnings drop below a stated minimum. 

Q Will the GM plan be widely applied? 

A It is up to management to weigh the pros 
and cons of long-term contracts and to decide as 
their best judgment dictates. Evidently General Mo- 
tors believes the pros outweigh the cons in their par- 
ticular situation. Whether other segments of industry 
will follow their lead is anyone’s guess. There is a 
great deal of individuality in American industry and 
you will find widely varying opinions. This is as it 
should be. It makes for progress. The incurring of 
calculated risks is an essential part of our free 
dynamic economy. 

A long-term contract is likely to cause little diffi- 
culty in a constantly rising market. When business 
falls off badly, it might become very onerous. Per- 
haps at that time, if mutuality of interest had been 
sufficiently well established, it would be possible to 
have all members of the team, the shareholders, the 
management and the employes, pull in their belts a 
notch or two to safeguard the enterprise until the 
storm had been weathered. 
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Two Generals and an Admiral Fight Huge Odds in Korea, 
But Foresee Victory . . . Oklahoma's Blow to Brannan Plan 


TOKYO 

A little group of experienced, war- 
toughened fighting men is directing the 
American effort to hang on in Korea. 
These men are Lieut. Gen. Walton H. 
Walker of the Army, Lieut. Gen. George 
E. Stratemever of the Air Force and Vice 
Admiral Charles T. Joy of the Navy. 

Under the over-all command of Gen- 
eral of the Army Douglas MacArthur, 
the three make the day-to-day and 
minute-to-minute decisions that deploy 
or withdraw foot soldiers, send aircraft 
into battle and bring naval units into 
action. Americans at home are just learn- 
ing of these commanders and want to 
know more about them, their records, 
their qualifications and personal traits. 
> General Walker, directing the retreat 
in Korea, has been forced into an unwel- 
come situation. In 43 years of soldiering 
he has become accustomed to the attack. 
The General, short, pudgy and energetic, 
has been fighting a rule-book, fire-and- 
fall-back war. Military men say he has 
done it expertly. 

No desk _ soldier, Walker 
spends most of his time in or near the 
actual fighting. He ranges over the war 
area, sometimes flying, more often bounc- 
ing along the rough, tortuous Korean 
roads in a shiny jeep with siren wide 
open. He makes many visits to battalion 
and company command posts to consult 
his field officers and appear before his 
troops. 

“If soldiers see a general up here at 


General 





GENERAL STRATEMEYER 
Needed: planes for ground support 
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GENERAL WALKER 
Planned: a new role as attacker 


the front,” he says, “they think things 
can’t be too dangerous.” 

The General is 60, Texas born, the 
grandson of two Confederate officers. 
After a year at Virginia Military Institute, 
he went to West Point. In 1914, he was 
at Vera Cruz, and in 1918 he went to 
France in command of a machine-gun 
battalion. He was cited twice and re- 
ceived a battlefield promotion to the rank 
of lieutenant colonel. 

In World War II, General Walker com- 
manded the Twentieth Armored Corps, 
the famed “Ghost Corps” of General 
George H. Patton’s Third Army. The 
Twentieth slashed its way from Nor- 
mandy to the Danube. In all, General 
Walker wears 19 decorations, including 
two from Russia. He has one word for 
the Russians, however, and it is “bandits.” 

Nearly two years ago, General Walker 
went to Japan to take command of the 
Eighth Army. He found it had been soft- 
ened by easy Japanese living .and at 
General MacArthur's suggestion ordered 
a rigorous combat-training course, in- 
cluding simulated landings and “air lifts.” 
Two weeks before the Korea invasion 
began, General Walker called his Army’s 
combat-training condition “entirely sat- 
isfactory.” 

Korea found the General less than 
prepared, however. His troops were 
young, 90 per cent without combat ex- 


perience. There was an acute shortage of 
battle-hardened noncoms and junior of. 
ficers. And the military economy pro. 
gram in Washington had left his divisions 
badly under strength and ill-equipped. 

There also was one gap in General 
Walker’s own experience and that of his 
divisional commanders. Veterans of Ey- 
rope, they found guerrilla fighting of the 
type used by the North Koreans some- 
thing new to them. 

“All my life, I’ve been a soldier and 
nothing else,” General Walker says. “Any 
fighting job appeals to me.” 

In Korea, however, he has found a 
fighting job less appealing than past as- 
signments. But he is confident that his 
forces can hold on, that eventually he 
will be enabled to assume a role he likes 
better—that of the attacker. 
> General Stratemeyer, top U.S. air- 
man in the Far East, is ready to concede 
that air power alone cannot win a war- 
especially a war like that in Korea 
Enemy planes vanished after a few days 
of fighting and General Stratemeyer’ 
fliers have had it all their own way ever 
since. But it is still the foot soldier wh 
must take and hold ground. 

The General, 59, usually unruffled and 
jolly, has had to make shift with plane 
not designed for their missions in Korea. 
Nevertheless, he thinks his force has not 
done too badly. 

The F-80 jet plane proved too fast and 
of too limited a range for ground-troop 
support, but has been better adapted to 


—Photos from Department of Defense 
ADMIRAL JOY 
Next: a Russian submarine menace? 
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Tt ers and trees at Cypress 
lane Gardens,”’ says Dick Pope, ‘‘but none of the 
orea ultra-rare money-growing kind. So, I’ve got 
$ not to watch every nickel I spend. 
“That’s why I switched to new Ford Pick- 
tn ups. They cost less to run than any other 
trucks I ever had. This year, truck expense is 
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that work by enlarged fuel tanks jm. 
provised in Japan. The F-51 propeller. 
driven Mustang, which the Air Force had 
been scrapping, the General now calls a 
pretty good plane. 

For bombing, General Stratemeyer has 
had to rely on the B-26 and B-29. 4). 
though neither is specially suited to low. 
altitude precision work. For both ground 
support and precision bombing he has 
found carrier-based jet planes and attack 
bombers ideal, but the number of them 
available in Korea is sharply limited, 

The General came out of West Point 
in 1915 and quickly switched from jp. 
fantry to aviation. Orders kept him in 
the U.S. during World War I. In World 
War II, however, he achieved a distin- 
guished record as commanding air gen- 
eral in the India-Burma area and later 
in the Chinese theater. 

It was General Stratemeyer’s idea that 
strategic targets north of the 38th par- 
allel be bombed, and General Mace- 
Arthur quickly approved. He was te- 
sponsible, too, for what later may be 
considered a decisive operation of the 
Korean War —air action against the Com- 
munists, who were racing southward un- 
opposed before American ground forces 
arrived. 

The General’s air force will be put toa 
crucial test if and when Russian jet planes 
appear in force in the Korean skies. 
> Admiral Joy, quiet, publicity shun 
ning, believes the Korean war has vind- 
cated the aircraft carrier. 

“The Pacific is a carrier ocean,” he 
says. “Carriers are proving valuable as 
auxiliaries to the Air Force. They are 
mobile airfields. They can send planes 
against targets for precision bombing 
with fighter cover.” 

Not only have planes from Admiral 
Joy’s carriers, which consisted of one 
American and one British until the ar- 
rival of reinforcements, gone to General 
Stratemeyer’s support, but naval units 
have bombarded shore targets direct and 
are maintaining a blockade of the Ko- 
rean peninsula. In one instance a com- 
mando-like shore party dynamited a 
railroad tunnel, knocking out an impor 
tant transportation line. 

The Admiral, 55, was graduated from 
Annapolis just in time for battleship 
service in the first World War. After 
Pearl Harbor he saw service in the Solo- 
mons. Later, commanding the USS. 
Louisville, he was prominent in the 
Aleutians campaign. From mid-1944 on, 
Admiral Joy was in the thick of the 
fighting in the Pacific, up to and includ- 
ing the occupation of Okinawa. 

Now, absorbed in the Korean opera- 
tion, his chief worry is the submarine. 

“T hate to think what would happen if 
Russian submarines got into this war,” 
he says. 
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Korea has shown, Admiral Joy believes, 
that what the Navy needs is more anti- 
submarine vessels and planes, and more 
Marines for quick, amphibious operations. 





A SENATOR IS UPSET 


OKLAHOMA CITY 
>A. S. Mike Monroney has removed 
one of the Senate’s long-time fixtures, 
Senator Elmer Thomas of Oklahoma. Mr. 
Thomas, 73, an inflationist during the de- 
pression, and in later years the firm- 
handed chairman of the Agriculture Com- 
mittee, had been a member of the Senate 
since 1926. 

Monroney won the Democratic sena- 
torial nomination from Thomas in a pri- 
mary election that proved another blow 
Administration’s Brannan farm 
Thomas was against 


to the 
plan. In addition, 
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A. S. MIKE MONRONEY 
A gain for the ‘‘Fair Deal’’? 


federal power while Monroney supported 
it and also urged a broad expansion of 
tural electrification. 

Senator Thomas had lost contact with 
the people, it is said, through protracted 
stays in Washington. 

Representative Monroney, once a news- 
paperman, is 48, tall, smiling, approach- 
able, an orator. In 12 years in the House, 
he made a reputation for ability and 
thoroughness. He supported many New 
Deal and “Fair Deal” proposals, but he 








broke away on the Taft-Hartley law, and 
the civil-rights program, as well as on 
the Brannan plan. He was coauthor of 
the act modernizing congressional prac- 
tices. 

He faces possibly stiff opposition in the 
autumn election from a Republican, the 
Rev. W. H. Alexander, a young evangelist 
with a huge following in Oklahoma City. 
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A GAYLORD Package 
Modernization Program 
Can Stimulate Sales 
and Increase Profits 

for You 


Increased sales and profits should 
be the principal objectives in a 
package redesigning program. 
Gaylord, working toward this end 
through research and engineering 
and with the employment of 


CORRUGATED AND SOLID 
FIBRE BOXES 


Quanta Color designing—has been © 
. - 4: FOLDING CARTONS 
successful in accomplishing these a 


objectives for many manufacturers. KRAFT BAGS AND SACKS 
You can put Gaylord’s experience e 

and facilities to work for you, too. KRAFT PAPER AND SPECIALTIES 
Just call the nearest sales office. 
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(This article represents the result of cn extensive 
research on a problem of outstanding importance.) 





Special Report 
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SAFE INVESTING DURING WARTIME . 


Flight of Money to Goods, Farms, Businesses 


Where is the best place to put 
your money during a war? Fields 
for investment shift rapidly as the 
conflict goes on. 

Inflation, war born, changes 
the value and safety of almost 
everything. An attractive deal 
today can turn bad tomorrow. 

Report shows the outlook for all 
major types of investment from 
real estate to stamp collections 
and old masters. 

War, back again, brought with it a 
crash in the stock market. Billions in 
values were erased overnight. Com- 
modities at the same time started to 
soar. People who on one day were 
looking for prices of goods and prop- 
erty to drop were hurrving the next 
day to buy food, clothing, cars, farms 
at almost anv price. 

The individual of means, the person 
with money to invest or with invest- 
ments to protect, once again was _ per- 
plexed. Everything had become helter- 
skelter. Dumping of corporation stocks 
suggested that people were rushing to 
get out of ownership of operating busi- 
ness and into cash. Yet cash, in war and 
during inflation, is the thing most likely 
to lose in value as prices go up. 

War and inflation always have re- 
sulted in advantages for some persons, 
great losses for others. Out of long ex- 


perience of Europeans with war and 
inflation, and out of the more limited 
experience of U.S., there come some 


guides to influence the actions of those 
who do have property to protect. A few 
of the rules that followed 
by investors, however, have been altered 
by changed methods of war and_ by 
new-stvle actions of Government. 

Basically, in war that leads to inflation, 
experience shows this: 

Money, as such, tends to lose value, 
while goods tend to take on value. Not 
only cash, but bank deposits, annuities 
and pensions are in the same situation as 
money. A rush out of money into goods 
reflects the instinctive reaction of many 
persons to those facts. Such a movement 
is now under way in the U.S. at the same 
time that some investors are unloading 


once were 
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stocks. People gladly borrow to get 
money to pay for goods, the prices of 
which they expect to go up as the value 
of money goes down. 

Creditors in a time of inflation re- 
ceive the worst of the bargain. Even 
though they get their money back in full, 
in terms of dollars, they find that those 
dollars are not worth as much as the ones 
thev loaned. Similarly, if they have put 
their money into mortgages or bonds, the 
dollars they receive when these mature 
actually will buy less, in the form of 
tangible things, than the money origin- 
ally invested. 

Rebtors, on the other hand, using 
money to buy goods or property, assume 
that. as time passes. dollars are going to 
become more abundant and cheaper— 
in which case any debtor can pay off his 
debts with less effort. 

That is a brief and general description 
of what ordinarily happens in war, as 
money becomes more plentiful and civil- 
ian goods become more scarce. 

Yet the past experience of investors. 
both in Europe and in U.S., shows that 
finding a safe hedge against inflation is 
not simple. Investments vary greatly in 
degree of probable from war 
damage and in the extent to which a war 
inflation is likely to send their value up 
in terms of dollars. 

Stocks, for example, are by no means 
a certain guarantee against loss of pur- 
chasing power through inflation. In U.S., 
stocks on the average, measured by 
their value in terms of living costs, are 
worth less than five sixths as much as in 
1939. Even so. the investor in stocks 
fared better than one who has kept his 
money in bonds or cash, now worth only 
three fifths as much as 11 vears ago. 

The experience of the French investor 
is similar. After two world wars, money 
in France will buy only three fourths of 
1 per cent as much as in 1913, but 
stocks have retained 19 per cent of 
their purchasing power. Money is worth 
only one twentieth of what it was be- 
fore World War II, while stocks will 
buy half as much as before the war. 

As between individual stocks, the in- 
vestor must form a judgment, if he can, 
on such factors as a firm’s prospects for 
business during a war, how it will fare 
afterwards, labor and other costs, the pos- 
sibility of bomb damage, and the effect of 
war and postwar taxes and controls on 
profits. If he guesses right, the stocks he 


safety 


buys may provide a relatively safe hedge 
against inflation growing out of war, 

Commodities bound upward in price 
as defense needs expand and _ inflation 
takes hold. Most cannot 
profitably be held for a term of vears. 
however. Some, such as grain, would 
spoil after a time. In the case of others 
that do not deteriorate, storage charges 


commodities 


would eventually eat up the value. 
Therefore. commodities provide onh 
temporary haven for the investor. unless 


he is prepared to buy and sell at frequent 
intervals. Trading in commodities js a 
specialized field and, for the ordinary 
person, very hazardous. 

Real estate, in vears past. 
turned out to be a good investment to 
hold through a period of inflation. Here. 
too. there are drawbacks and much de- 
pends on the particular piece of real 
estate a buyer selects. 

To many investors, a farm looks attrae- 
tive right now. Its value can rise with in- 
flation, if the prices of farm products be- 
have as they have in the past. A farm is 
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not likely to be bombed, unless it is close 
to a war center. Yet the buyer of a farm 
must think of hazards of other kinds— 
shortages of labor and farm machinery, 
rising production costs, and the probable 
effect of price ceilings on the farm’s 
cash receipts. Also, there is the chance 
that a farm may become a frozen asset 
when or if the inflation bubble bursts. 

Suburban real estate, if well chosen, 
can be in line to benefit from any hous- 
ing boom that may follow a war. Like a 
farm, it is less vulnerable to bombing than 
is city real estate. In the case of both 
suburban and city property, however, 
rent control and price ceilings on houses 
may restrict the rise in values. 

A business concern, such as a store 
ora small factory, can be a source of con- 
tinuing income for an investor, as well 
as a place to put his money in a time 
of rising prices. Most stores do not 
lack for customers in wartime, but con- 
trols and taxes may limit profits. A fac- 
tory may have to cease production of 
civilian goods. Then, unless it can shift 
to war work, its value as a going concern 
is greatly impaired. These uncertainties 
must be weighed by the person who 
thinks of buying a business. 

All these forms of property—stocks, 
commodities, real estate and small busi- 
nesses—are receiving attention as the 
price rise gets under way. Some other 
types of investment that have been tried 
in Europe also are being studied. 

Hoarding of gold in the form of 
coins, even though illegal, has enabled 


some of the well to do in France to save 
part of their fortunes. Since 1913, the 
price of a napoleon gold piece has in- 
creased even more than the prices of 
commodities. In the United States, it is 
against the law to own refined gold, but 
unrefined gold can be bought legally. 
The drawback is that such gold brings 
a premium price and a buyer may lose 
money in the end. 

Diamonds and other jewels give a 
possible outlet for funds, though their 
value in future years will depend to some 
extent on how much they are in demand 
from persons of wealth. In European 
countries, members of the wealthy class 
have been hit by war losses and heavy 
taxes, and often have had to sell the fam- 
ily jewels at a sacrifice to obtain cash. 

However, diamonds are still in de- 
mand in Europe as a hedge against in- 
flation and also as a form of property 
that can readily be turned into cash in 
any country, in case the investor has to 
flee hurriedly from his homeland. For 
such purposes, Europeans usually buy 
quantities of diamonds in the smaller 
sizes, which are salable in the mass mar- 
ket rather than among the wealthy. 

Works of art, such as paintings and 
pieces of sculpture, are not too certain, 
either. After allowing for changes in the 
value of money, famous collections in 
Europe are netting only one fifth of their 
original cost prior to World War I. Rare 
books have done somewhat better, and 
stamps have remained in favor as an 
outlet for small savings. 


~Photos from Standar 


Investments abroad are subject to 
still another set of hazards. Many coun- 
tries now impose controls that restrict 
the movement of capital across national 
borders. Also, in wartime, currencies 
everywhere are likely to be inflated. In 
Europe, only Switzerland has consistent- 
ly respected foreign property rights. But 
even Switzerland may be engulfed next 
time, if a general war sweeps Europe. 

For many types of investment, the 
possible effect of bomb damage has to 
be considered. In U.S., as in Europe, 
war-damage insurance could cut losses, 
though the amount a person collects may 
not be enough to pay replacement costs. 

As to the chance of preserving evi- 
dence of ownership, the picture seems 
favorable. Most corporations maintain. 
lists of their security holders in one or 
sometimes two banks, as well as in their 
home offices. The Treasury Department 
keeps two lists in Chicago of all personse 
holding registered Government bonds. 
Thus, even though the actual bonds or 
stock certificates should be destroyed, 
investors would have a good chance of 
proving ownership. 

No airtight scheme for hedging 
against inflation has been devised by 
investors anywhere. At the best, some 
risks have to be taken. All that anyone 
can do is to weigh the various possibili- 
ties and probabilities, make his decisions 
and take his chances. Then, even if he 
guesses right in choosing a hedge against 
inflation, he still has to worry about the 
deflation that may follow. 





l of N. J., Ewing Galloway, Wide World, USDA 
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WAGE LINE STARTS TO MOVE UP 


Unions Push Demands Now to Beat ‘Freeze! 


Wages and salaries are threat- 
ening to move into new high 
ground. It looks as though only 
a freeze will stop the trend. 

Unions, watching prices and 
taxes go up, are out to cash in 
before controls come. Workers’ 
pay doesn’t buy as much now. 

Rubber workers may set the 
pace. They want raises of 31 
cents an hour, plus further in- 
creases geared to living costs. 


A new round of wage and salary 
increases is getting under way. Unions 
are boosting their demands in an effort 
to collect before Government controls 
are ordered. Larger raises are being 
granted in some agreements. As a re- 
sult, a wage freeze seemed to be mov- 
ing closer. 

Labor’s new drive for higher wages 
stems from conditions created by the 
Korean war. Living costs are rising rapid- 
ly. Higher taxes will reduce take-home 
pay. Employers are starting to bid up 
the price of labor in their search for 


skilled workers. 


~ 


two organizations might eventually form one big union. 
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On top of these pressures there is a 
fear among workers that wages and 
salaries again will be regulated. Union 
members are telling their leaders they 
want pay raises while they can get them. 
Some firms are raising salaries now, ahead 
of any pay freeze, as a means of retaining 
as many employes as possible when the 
labor market gets tighter. 

President Truman’s appeal to labor to 
avoid wage demands that “might lead to 
another inflationary spiral” is not ex- 
pected to lessen very much the unions’ 
wage push, until his request is backed 
up by price and wage controls. Labor 
leaders will cite rising prices and taxes 
as reasons for pressing for higher wages. 
In the end, this drive is likely to bring 
on wage and price controls. Unions then 
will find that their pay demands will be 
controlled by a new War Labor Board 
or similar agency. 

A warning against strikes, also made 
by the President in his Midyear Eco- 
nomic Report, could be taken as a hint 
that new machinery for keeping labor 
peace in war plants will be proposed un- 
less unions avoid walkouts. Mr. Truman 
emphasized that “work stoppages in vital 
industries are something we simply can- 
not afford under current conditions.” 

Clues to the rising wage trend are 
appearing here and there. 


THE NEW LOOK IN LABOR: AFL and CIO leaders received a close-up look from the camera as they met in Washington last 


week to start a series of meetings designed to chart mutual legislative and political action and consider means by which the 
Left to right: AFL President William Green; AFL Teamsters Presi- 


dent Daniel Tobin; ClO Vice President Allan Haywood and CIO United Automobile Workers President Walter Reuther. 
U. S. NEWS & WORLD REPORT 


Rubber workers are asking increases 
of at least 31 cents an hour, based partly 
on living-cost increases since the Korean 
war started and partly on profits of tire 
manufacturers. The 3l-cent demand in- 
cludes a 25-cent raise for every rubber 
worker plus 6 cents to be divided up 
among jobs the union claims are out of 
line. Also, the Rubber Workers Union 
wants a_ cost-of-living provision that 
would bring further wage increases as 
the official price index rises. 

This demand was one of the first in- 
dustry-wide proposals to be filed by labor 
groups since Korean fighting began. 
Other unions, where contracts permit it, 
are expected to ask for sizable pay raises 
in the next few months. 

Rubber workers have received in- 
creases totaling 41 cents since World 
War II. Last year, they settled for pen- 
sion benefits. Workers in tire plants have 
been getting an average of $1.75 an hour 
or $69.23 a week. 

In textiles, where wages in general 
have not gone up since early 1948, one 
section of the industry now has granted 
an increase reported to average 11 cents 
an hour. The raise, granted by American 
Viscose Corp., may become the pattem 
for other synthetic-yarn firms. Major con- 
tracts for the cotton and wool branches 
of this industry are expected to be ne- 
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The wind no longer blows up costs 


—thanks to 





Some years ago the summer winds literally blew up costs 
in a New England manufacturing plant. Dust from 
plant grounds caused excessive wear in precision ma- 
chines, upped cleaning expense, and contaminated em- 
ployees’ food in the cafeteria. 

That was before Gulf Sani-Soil-Set took over the job 
of dust control. After just one application of this out- 
standing compound—no dust annoyance for the entire 


summer season! A clean, fresh surface on plant grounds 


and parking areas. And, no “tracking” into halls and 
offices. 

Gulf Sani-Soil-Set may be the answer to your problem 
of controlling dust outside the plant. Send today for 
your copy of the booklet “Gulf Sani-Soil-Set — the 


modern agent for controlling dust.” 


Gulf Oil Corporation - Gulf Refining Company 
GULF BUILDING, PITTSBURGH, PA. 
Sales Offices - Warehouses 


Located in principal cities and towns throughout 
Gulf’s marketing territory 
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SPRINKLER 


FIREMEN EVERY 10 FEET 


Carelessness or indifference 


Nearly all FIRES are the result 
of carelessness. Install GLOBE 
Automatic Sprinklers to stop 
these FIRES. That some plant 
owners WON'T do this isn't care- 
lessness, it's INDIFFERENCE... 
and that’s worse. 

GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK...CHICAGO... PHILADELPHIA 
Offices in nearly all principal cities 


THEY PAY FOR THEMSELVES 








Reading the news of national and international 
affairs at home each week is the regular practice of 
80% of the readers of this gazine. Important 
advertisers are quick to cash in on the advantages 
of such an opportunity. 
U.S. News & World Report 
Advertising Department 
30 Rockefeller Plaza New York 20, N. Y. 
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gotiated early in 1951, with wage in- 
creases high on the list of demands. 

CIO Textile Workers reports that the 
new contract with American Viscose also 
includes a larger contribution by man- 
agement toward the pension plan fi- 
nanced jointly by workers and company. 
Also, the company has agreed to grant 
a further pay raise of 3 cents an hour on 
June 30, 1951, for improved productiv- 
ity. Three cents of the present raise is 
credited to efficiency improvements. 

Meat-packing unions are asking for 
raises of 20 cents an hour but are not 
making much headway. Negotiations 
stalled temporarily at Armour & Co. 
when management rejected union pro- 
posals and CIO and AFL officials refused 
to accept an 8-cent offer. Contracts with 
several meat companies expire August 11. 

General pay raises totaling 42.5 cents 
an hour have been granted in this indus- 
try since 1946, plus increases of varying 
amounts up to 15 cents for many jobs 
granted in 1949. Average earnings re- 
cently were given as $1.41 an hour and 
$56.16 a week. 

Increases granted in recent weeks are 
turning out to be higher, on the average, 
than those made earlier this year. For 
many months, the range was 5 through 
7 cents an hour. The tendency now ap- 
pears to be toward raises of 8 through 10 
cents. In this bracket were 22 of the 82 
increases reported by a recent survey. 

For factory workers, generally, weekly 
earnings reached a new record level of 
$58.89, on the average, just before the 
Korean invasion. The average increased 
about $1 a week from mid-May to mid- 
June, according to the Bureau of Labor 
Statistics. Chief reason for this boost was 
the rise in hours worked from 40 hours 
in May to 40.5 hours in June. This was 
the first time since 1948 that the average 
work week went above 40 hours, indi- 
cating that many workers were getting 
overtime pay. This trend is expected 
to continue as industries lengthen the 
production schedules where they can- 
not get sufficient man power. 

Longer contracts are another trend 
of recent weeks. Some follow the lines 
of the General Motors formula, with its 
living-costs adjustments and annual raises 
for increased productivity. Others copy 
only one phase of the plan. Most agree- 
ments are for two or three years, rather 
than the full five years set up in the Gen- 
eral Motors program. 

Prospects of higher living costs and 
increasing competition for workers tend 
to make the long-term agreements more 
popular with employers. 

The outlook, then, is for further rises 
in wages and salaries in the next few 
months, unless and until wage and price 
controls are imposed. Some union leaders 
are fearful that this pressure for higher 


wages in itself will bring on the wage 
controls. A few unions may try to avoid 
this by settling for modest increases, }y: 
others will be out to get all they can 
while the getting it good. 

Those unions that really mean business 
will find it less easy to enforce their de. 
mands through strikes, however. Any 
walkout that interferes with defense 
efforts can be termed a strike agains 
the national safety, and injunction pro. 
visions of the Taft-Hartley Act can be 
brought into play. And unions also face 
the possibility of tougher antistrike legis. 
lation if the arms program is slowed up 
by labor troubles. 

This brake on strikes thus may result 
in compromise wage settlements, falling 
far short of the original demands of the 
unions, in critical industries. 





Board Ruling 
Aids Wage Drive 


Unions now have a new weapon to use 
in trying to get wage increases. This 
weapon was supplied by the National 
Labor Relations Board in a decision hold- 
ing that an employer who refuses to grant 
a wage increase can be forced to reveal 
to the union enough financial informe- 
tion to back up the refusal. 

If this decision is not overruled by 
the courts, some employers probably 
will prefer to grant raises rather than 
divulge information that could find its 
way to competitors. A hard-pressed firm 
might fear that rival companies would 
take measures to knock it out of business 
if its exact financial status were known. 

The new policy was laid down ina 
case involving the Southern Saddler 
Co., of Chattanooga, Tenn. NLRB mem- 
bers unanimously agreed with the AFL 
Leather Workers that the company failed 
to bargain “in good faith” because it had 
not supplied proof of its inability to give 
a raise. 

To guide employers, 
only general advice on what is expected 
of them is offered by Chairman Paul M. 
Herzog and other NLRB members it 
their decision. Further clarification by 
the NLRB or the courts probably will 
be needed before employers know where 
they stand. 

Frequent conferences between com- 
pany and union representatives in nego- 
tiating a contract may not be a defense 
against an unfair-labor-practice charge, 
the decision shows. The Board concedes 
that the saddlery company had “willingl) 
met with the union at all times” over a 
period of 11 months. 

No compromise offer was made b) 
the company in reply to the union de- 
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mand, but this in itself is not held to be 
violation of the law. The Board does not 
think that a counterproposal is needed 
when it is apparent that “what one party 
would offer is wholly unacceptable to the 
other and that a counterproposal would 
an obviously futile gesture.” 
The company’s mistake in this case, 
according to NLRB, was its failure to 
make a “genuine and sincere effort to per- 
giade the union to accept” the idea that 
the company could not afford a raise. 
NLRB holds that a company claiming in- 
ability to pay should “furnish the union 
with sufficient information to enable the 
latter to understand and discuss intelli- 
gently the issues raised” by the firm. 

This general comment by the Board 
leaves employers in the dark as to just 
kinds of information should be 
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, —Harris & Ewing 
NLRB CHAIRMAN HERZOG 
Unions can demand financial facts 


given. The test case offers samples of the 
information unions sometimes ask for. 

The AFL union negotiators in this case 
inquired as to the amounts of dividends 
paid by the company in recent vears and 
the rate of dividends in relation to the 
firm’s capitalization. The company replied 
that its dividend payments in the last 10 
years had been small, but it declined to 
reveal the other information. 

A financial statement also was sought 
by the union, and this was refused. The 
company explained that it had a policy 
igainst giving out such information even 
to mercantile agencies. The union then 
demanded a_ dollars-and-cents break- 
lown of manufacturing costs, including 
raw materials, salaries of off- 
cials, depreciation and overhead. The 
company explained that it did not have 
in accurate cost-accounting system in 
operation. 
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issourl-Pacific 


You'll relax as you ride in streamlined 
comfort aboard Mo-PAc’s ultra modern 
Eagles. Hours pass like minutes as you enjoy 
high speed travel in smartly appointed 
coaches or luxurious Pullmans. When you 
go West or Southwest, get there safely, 
surely, economically—via Mo-PAC. 


The TEXAS EAGLE over-night between 
St. Louis, Memphis and principal cities of 
Texas. Through sleeping cars between 
New York, Washington and Texas. 
Direct connections at San Antonio with 
the Aztec Eagle to and from Mexico City. 
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The COLORADO EAGLE daily between 
St. Louis, Kansas City, Wichita and 
Colorado. Planetarium-observation 
dome-coaches between St. Louis and 
Denver daily. 


The MISSOURI RIVER EAGLE berween 
St. Louis and Kansas City, St. Joseph, 
Lincoln and Omaha. 


The VALLEY EAGLE between Houston 
and Corpus Christi, Brownsville and the 
Rio Grande Valley. 
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IF TRUMAN TAX PLAN IS ADOPTED — 


Quick boost in taxes is on the 
way. That seems set. 

Truman plan is to raise rates 
for all individuals, nearly all cor- 
porations. Revenue increase: 5 
billions a year. 

This is just for now. White 
House will have more tax plans 
later. These are likely to include 
excess-profits tax, higher per- 
sonal rates, bigger estate taxes, 
maybe forced saving. 


Here is what will happen to federal 
taxes on your personal income and 
business profits if President Truman’s 
tax plan becomes law: 

Individual tax on income will rise 
by 16 per cent, on the average, effective 
Oct. 1, 1950. Increase will hit every 
person in the country who pays income 
taxes. Withholding tax rate on yor + wage 
or salary will advance from 15 to 18 per 
cent. Revenue increase: 3 billion dollars 
a year. 

Corporation tax will go up by 15 
per cent, on the average. Most companies 
will have to pay higher taxes. A few in 
middle profit brackets will get moderate 
cuts. Mr. Truman wants to apply the 
increase to earnings for the full calendar 
year 1950. Revenue gain: 2 billions. 

Other tax measures to produce 
more revenue, if Mr. Truman has his way, 
will be voted at the same time. He wants 
Congress to go ahead with earlier plans 
to close “loopholes” in present tax laws. 
He apparently favors the plan of Repre- 
sentative Wilbur D. Mills (Dem.), of 
Arkansas, which seeks to get tax money in 
faster by speeding up the schedule of pay- 
ments by corporations. He wants to re- 
quire corporations to deduct a 10 per cent 
personal tax on the dividends they pay to 
stockholders. He wants 70 million dollars 
a year in taxes from life insurance com- 
panies. 

This is Mr. Truman’s plan for now— 
an “interim” measure to tide the Gov- 
ernment over until Congress can develop 
a “comprehensive revenue program.” 

Later on, when the time comes to 
write the longer-range tax plan, he will 
have other ideas to submit. 

An excess-profits tax, almost surely, 
will be on his list. He probably will want 
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Personal, Corporate 





How Truman Plan Hits 
Individual Taxpayers 


Single Person 


Proposed Proposed 
ax Tax 
Net Income* Present Tax for 1950 = for 1951 


$ 1,000 $ 66 $ 70 «$ 80 


2,000 232 244 280 
3,000 409 429 488 
5,000 811 844 944 
8,000 1,546 1,605 1,780 
10,000 2,124 2,202 2,436 
15,000 3,894 4,033 4,448 
20,000 6,089 6,302 6,942 
25,000 8,600 8,899 9,796 
50,000 23,201 23,998 26,388 
100,000 58,762 60,771 66,798 
500,000 385,000 396,181 429,274 
1,000,000 770,000 810,000 884,274 


Family of Four 
$ 3,000 $ 100 $ 105 $ 120 


5,000 432 454 520 
8,000 974 1,018 1,152 
10,000 1,361 1,419 1,592 
15,000 2,512 2,609 2,900 
20,000 3,888 4,032 4,464 
25,000 5,476 5,674 6,268 
50,000 16,578 17,154 18,884 
100,000 45,643 47,210 51,912 
500,000 358,677 369,621 402,456 
1,000,000 769,314 791,350 857,456 


*After deduction, before exemption. 











still more money from individual income 
taxes. He will propose higher taxes on 
estates and gifts. He may ask forced 
saving on the part of individuals—that 
is, a requirement that part of a man’s 
pay be deducted to buy savings bonds, 
which would be redeemable after the 
war. He will favor faster depreciation of 
investments in new war plants and equip- 
ment, for tax purposes. He may suggest 





Corporate Tax Increase 
Under Truman Plan 

Net Profit Present Tax Proposed Tax 
$ 5,000 $ 1,050 $ 1,250 
10,000 2,200 2,500 
25,000 5,750 6,250 
31,250 9,062 9,062 
50,000 19,000 17,500 
71,429 27,143 27,143 
100,000 38,000 40,000 
200,000 76,000 85,000 
500,000 190,000 220,000 
1,000,000 380,000 445,000 
5,000,000 1,900,000 2,245,000 
10,000,000 3,800,000 4,495,000 
25,000,000 9,500,000 11,245,000 
50,000,000 19,000,000 22,495,000 
100,000,000 38,000,000 44,995,000 











Rates Get Quick Boos} 


new excises on some goods. But all this 
will be delayed, probably until 195] 

The “interim” plan is the one of im. 
mediate concern. Congress is to push 
ahead with it, expecting to get it enacted 
by September. In the main, the plan js 
likely to become law. 

The individual taxpayer, in some 
cases, will find that his income tax, under 
this plan, will go up to levels higher than 
before the reductions of 1948. In a few 
instances, they will get close to the peak 
of World War II. Proposed increases are 
shown in the top table on this page. 

What Mr. Truman wants, briefly, is to 
wipe out the flat-percentage reduction 
of 5 per cent in individual taxes voted 
in 1945, and the graduated-percentage 
reduction voted in 1948. In this latter 
Act, Congress provided a 12.6 per cent 
tax cut on incomes up to $2,000, a 7.4 
per cent cut on income from $2,000 to 
$136,700, and a 5 per cent cut on income 
above $136,700. 

In other words, the “tentative tay” 
shown on your income tax return is to be- 
come your final tax. In filling out your 
return, under present law, you figure 
your “tentative tax,” then reduce that 
amount by the percentage cuts of 1945 
and 1948, and the remainder is vour final 
tax. Mr. Truman proposes simply to do 
away with this last step in calculation. 

How much of a tax increase this means 
to a given individual depends upon how 
much income he has. The higher a man’s 
income, the smaller his tax increase, on 
a percentage basis. It works out that way 
because the 1948 cut, which would be 
rescinded, gave the big percentage reduc- 
tion to the low-income groups and the 
small reduction to the high-income 
groups. 

Where the maximum effective rate now 
is 77 per cent of net income—that is, in- 
come after deductions but before per 
sonal exemptions—Mr. Truman’s plan 
presumably contemplates a new maxi- 
mum of 88 or 89 per cent. It was 9% 
per cent during World War II. 

Only those who now pay income taxes 
will be affected by the Truman plan. 
None will be added to the tax rolls. 

Personal exemptions and_ allowances 
for dependents will stay at $600. 

Income splitting between husband and 
wife, for tax purposes, will continue with- 
out change. This tax-saving device has 
been permitted since 1948. 

In the lower income groups—a single 
man with a net income up to $2,000, or 
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a family of four with a net income up to 
$5,000—the tax increase is 20.5 per cent. 

In the top income groups, the increase 
js as small as 11.5 per cent in some 
cases. This assumes that the present 77 
per cent limit on the effective rate is 
eliminated. Otherwise, there will be no 
increase at all in top brackets. 

Single persons in middle «nd upper 
brackets, if Mr. Truman’s plan becomes 
law, will pay taxes near World War II 
levels. For married people in the same 
brackets, taxes will be far below those 
of wartime because they get the advan- 
tage of income splitting. 

Actually, before Congress is through 
with it, Mr. Truman’s formula may be 
overhauled. There are widespread ob- 
jections to this formula on the ground 
that, by percentages, it hits low incomes 





Social Security Taxes Will 
Be Going Up Too 


Social Security taxes, like income taxes, 
are going up. Effective Jan. 1, 1951, the 
income base against which the old-age- 
insurance tax applies will rise from $3,000 
to $3,600 a year. Tax rate will stay at 
1% per cent each on employer and em- 
ploye until 1954, then increase gradually 
to 3% per cent in 1970 and later years. 
Self-employed persons, beginning January 
1, will pay old-age taxes at a 2%, per 
cent rate. This, too, will rise in later years. 
The table below translates this tax schedule 
into dollars, for a salaried worker and a 
self-employed person, each earning $3,600 
or more per year. 


For 
For Salaried Self-Employed 





Worker Worker 

——— —— Paid by 

Paid by Paid by Worker 

Employe Employer Alone 
1950 $45 $45 - 
1951-53 54 54 81 
1954-59 72 72 108 
1960-64 90 90 135 
1965-69 108 108 162 

1970 and after 117 117 175.50 











harder than high incomes. An alterna- 
tive, sure to be heard in the debates, is 
to raise all personal taxes by a flat per- 
centage, say 10 or 12 per cent. 

The corporate taxpayer, under 
the Truman plan, gets a new system of 
rates. Taxes at various profit levels are 
given in the bottom table on page 48. 

Corporations now pay taxes on rates 
that begin at 21 per cent on the first 
$5,000 of net profit, then rise to 23 per 
cent on the next $15,000, to 25 per cent 
on the next $5,000. On profits between 
$25,000 and $50,000, there is a “notch” 
rate of 53 per cent. Companies earning 
$50,000 or more pay a flat 38 per cent. 

What Mr. Truman wants is to substi- 
tute a graduated tax, with a 26 per cent 
rate on the first $25,000 of net profit for 
all corporations, and a 45 per cent rate 
for all profits above $25,000. Result 
would be this: 

Companies earning $31,250 or less 
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would get tax increases. For a company 
making $5,000 a year, the tax boost 
would be 19 per cent. For one earning 
$25.000, it would be 9 per cent. 

Those earning between $31,250 and 
$71,429 would get tax cuts. This is be- 
cause of elimination of the 53 per cent 
“notch” rate. For example, a company 
with a $50,000 profit would be given a 
reduction of about 8 per cent. 

Companies with profits avove $71,429 
would pay higher taxes. At the top of the 
income scale, the effective rate would 
approach, but never would quite reach, 
45 per cent. That compares with the pres- 
ent 38 per cent. For example, a company 
earning $10,000,000 would get a_ tax 
increase from $3,800,000 to $4,495,000, 
or about 18 per cent. 

Tax increases would be imposed on 
about 385.000 corporations. 

Tax cuts would be given to 
45,000 corporations. 

Mr. Truman’s proposal to date these 
changes back to cover profits for the full 
vear 1950 is running into trouble in 
Congress. In the end. the decision may be 
to set July 1 or Oct. 1, 1950, as the 
effective date. 

Pay-roll taxes to support Social Se- 
curity pensions also are going to rise. On 
Jan. 1, 1951, the maximum amount of 
individual pay against which the old- 
age-insurance tax applies goes up from 
$3,000 to $3,600 a vear. Tax rate stavs 
at 1% per cent each on employer and 
employe until 1954, then begins a gradual 
rise. Self-employed people, coming into 
the program for the first time, will pay 
taxes at 14 times the employe rate. This 
makes the rate for self-employed 2% 
per cent at the outset. For this invest- 
ment, a man with $3,600 or more of in- 
come will be entitled to a pension, after 
retirement, of $80 a month if he is single, 
$120 if he has a wife past 65. The pay- 
roll tax schedule is shown in the table 
at left on this page. 

All told, Mr. Truman wants quick ac- 
tion to produce an extra 6 billion dollars 
a vear in tax money. Higher taxes on 
corporate and_ individual are 
counted on for 5 billion dollars. The new 
pay-roll tax schedule wil] produce an 
additional 500 million in a full year, but 
this money does not affect the federal 
budget. “Loophole closing,” provided by 
the tax bill already passed by the House, 
will turn up an estimated 182 millions. 
Other tax changes written into the same 
bill will be good for around 318 millions. 

All this is aside from the Mills plan, 
which will produce an average of 840 
million dollars a year for the next five 
years. This provision is in the House bill. 
The Senate may knock it out. 

Behind all the flurry for new reve- 
nue is the problem of financing limited 
war now, possibly an all-out war later. 
Budget problem, as it now appears, is set 
out in table at the right. 

War cost will rise gradually, not sud- 


about 


incomes 





denly. As military spending increases, 
other federal spending will decline. 

This fiscal year, the vear that began 
July 1, military cost, including foreign 
military aid, probably will total 16.5 
billion dollars. Contracts for weapons 
that have been let, but not yet paid for, 
do aot affect the budget. Thus, much of 
the cost of this year’s rearming will hang 
over into the next fiscal year. Total 
spending is expected to be about 41.6 
billions. Revenue, with rising business 
activity, is likely to pick up. It should 
reach 38.7 billions this fiscal year. Defi- 
cit: 2.9 billions. This assumes only limited 
war, and no tax increase. 

Next fiscal year, which begins July 1, 
1951, military costs probably will climb 
to 28.4 billions, and total spending to 
53.2 billions. 

Revenue, at present tax rates, should 
reach 40.4 billions. That will leave a 
deficit of 12.8 billions. This is the figure 





Year Ending Year Ending 
June 30, ‘51 June 30, ‘52 
(Billions, (Billions, 
Estimated) Estimated) 
Revenue 
Income taxes $30.1 $32.1 
Excises, net employ- 
ment taxes 9.2 9.0 
Other revenue 1.6 1.5 
Tax refunds (deduct) —2.2 —2.2 
Total revenue 38.7 40.4 
Spending 
Military, including 
foreign military aid 16.5 28.4 
Other 25.1 24.8 
Total spending 41.6 53.2 
Deficit 2.9 12.8 
Note: Estimates are based on present tox rates 
assume limited war. 











that Congress will have to consider in 
shaping tax policy. 

Federal spending, without a big war, 
probably will level off at around 53 bil 
lion dollars a year. That means continu- 
ing budget deficits of roughly 12 billion, 
unless taxes are increased. 

The question before Congress is how 
much of that deficit should be financed 
by increased taxes, how much by borrow- 
ing. Treasury Secretary John W. Snyder's 
view—and presumably Mr. Truman’s 
is that taxes should be raised enough to 
wipe out the entire deficit. The “interim” 
tax plan goes less than half the way. Pro- 
posals to come later probably will be 
aimed at going the rest of the way. 

This goal of balancing the budget prob- 
ably will not be realized any time soon. 
The Government has made ends meet 
in only two fiscal years out of the last 
20. But, to eliminate even half the deficit 
now in sight for years ahead, a major in- 
crease in taxes will be necessary. Con- 
gress expects to go at least that far, 
maybe considerably farther. 
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SOON IT WILL HUM 


A SONG OF POWER 





This Bethlehem workman is checking diameters of a big 
60-ton forging which is to be part of the vertical shafting 
of a hydroelectric power unit. Day after day, year after 
year, the shaft will have to withstand severe stresses. That 
is why it is made by forging. It was formed from a red-hot 
ingot or block of steel, by hours of patient squeezing and 
working into shape under a pressure of many tons in a 
powerful hydraulic press. 

Such thorough working gives the mass of steel the fine 
quality, the dense, homogeneous metallic structure that 


parts must have to take continual severe stresses. Forging 


is an elaborate process, but it fully develops the rugged 


strength, the toughness and superb dependability that 


steel, and only steel, can give. 


Making big forgings takes big equipment, and skill and 
judgment that come only with experience. Big forgings 
are a Bethlehem specialty. But Bethlehem is set up for 
almost any kind of forging job, from drop forgings so 
small that you can hold them in the palm of your hand, to 
the big fellow like this shaft, and some others even larger, 


weighing more than 100 tons. 
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BETHLEHEM STEEL ~ 2 
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Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Pressure appears to be growing for tighter controls than Mr. Truman wants. 

Wage-price freeze, with rationing, got surprising support in the House 
Banking Committee. It lost by 1 vote--10 to 9. This is the Baruch plan. 

Home-front pressure seems to be responsible in part for this attitude. FPeo- 
ple evidently object to and are becoming afraid of panic buying by consumers. 

Extent of panic is shown by department-store sales. They jumped 46 per 
cent a week ago over the country. That was the largest sales jump on record. 

Individuals find goods scarcer, prices higher. Merchants have trouble 
placing orders. They don't like it, prefer controls, tell their Congressmen. 

Up to now, Congress appears to have a majority in support of Mr. Truman's 
milder program. But that majority is weakening. Supporters of all-out controls 
might carry their case to victory on the floor of the Senate and the House. 

Outlook, on the eve of voting, seemed to favor Mr. Truman's step-by-step 
approach toward meeting dislocations. But panic buying and steadily advancing 
prices may force the Government to move faster. Things may get out of hand. 

















Here's what the Truman plan calls for at present in the way of controls: 

No price control. No rationing. No wage control. Some industfy controls. 

Your industry itself probably will have a lot to say about distributing 
materials. Allocation power--power to ration materials--will be voted by 
Congress, but Commerce Secretary Sawyer is to give voluntary allocations a try. 

Steel, copper, aluminum top the list for allocations. Tin is high, too. 

Other scarcities threaten in lumber, paper, maybe in natural rubber. 

Idea now is to let these industries do their own allocating among their 
customers. Businessmen would be wise to establish firm Supply sources. 

Inventories are to be controlled. That's needed to stop hoarding scarce 
materials. Prospect is that industries will get a chance to police themselves. 

War orders can be compulsory, but probably won't be. Government expects to 
be able to place the orders it wants by negotiation with individual firms. 

Limitation orders--power to cut back civilian production--are to be au- 
thorized but unlikely to be used. Again, cuts at first will be voluntary. 

Requisitioning, seizing of plants or Supplies, also is to be authorized. 
But this is considered a stand-by control, just a club to be used "in case." 

As plans now are shaping up, the Government doesn't anticipate very much 
trouble in piecing a relatively modest war program into current civilian output. 





























ged 

a For dealing with the current upsurge in consumer purchasing..... 

Credit controls and taxes are regarded as the major weapons. 

a As an individual you will find you have to make a larger down payment for a 

home, an auto, any installment purchase. And you will have to pay up faster. 
Your pocketbook also will shrink a bit from higher taxes. See page 48.. 

for These devices are expected to discourage the current urge to buy autos, 

0) refrigerators, appliances and homes--the things that account for most sales 

now, and the very things that are using up the materials that are scarce. 
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Bt As a businessman, you may find it harder to get a bank loan. Banks will 
be under pressure to be tough on inventory loans, on anything but war loans. 

War loans will come easy. The Government is prepared to guarantee loans 

> for war-plant expansion and for increased war output, as in the last conflict. 


(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 


War-plant costs also will be allowed to be written off more rapidly for 
tax purposes. Accelerated depreciation is to be a part of the tax program. 








The basic idea behind the Government's moderate war program is this..... 

Present employment trends will add some 8 billion dollars a year to total 
national output by the end of 1950. That would result without particular effort, 

Still greater output can be reached by reducing unemployment from 3.5 mil- 
lion to 2 million or even to 1 million. Plant capacity could be used to the 
limit and expand further by employing double shifts and using more overtime. 

That is the analysis of the Council of Economic Advisers. It implies that 
full production can satisfy war and civilian requirements without undue Strain. 
What strain there is, such as need for more steel and related war materials, can 
be handled by allocations and by expansion of productive capacity, plus the 
credit controls and tax increases that will discourage consumer buying. 











The Council does recognize, however, that a "wild scramble" to buy goods 
could turn a manageable situation into a situation of "utmost gravity." Just 
that may now be happening. There is certainly a "wild scramble" going on at the 
moment. Auto-sales figures, appliance sales, department-store sales show that. 

And the Council warns further that rearmament is going to be a long pull. 
It's a question whether the current scramble won't force more controls before 
the long pull can get under way. Administration is willing to take a chance. 


Buying scramble could vanish overnight. That's a possibility if Korean war 
doesn't spread, if war fear ends, if peace terms suddenly could be arranged. 
Right now, however, it is a consumer rush from money into goods. 





Businessmen also are joining the procession to buy goods while they can. 
Inventories are rising. National Association of Purchasing Agents finds 
that 40 per cent of the nation's firms added to stocks during month of July. 
Stocks also are reported to be out of balance because of inability to get 
increasing deliveries of steel, copper, zinc, aluminum, other scarce materials. 
Buying pressure has sent prices up to the highest point of the year. 
Price trend is reported to be upward in practically everything. 
Purchasing agents find that the old wartime escalator clauses again are 
common in contracts for future delivery. Some sellers also are quoting prices 
that prevail on the date of shipment. Firm prices are seldom quoted. 





Union labor is another element that can be expected to push inflation. 

Demands for higher wages are a virtual certainty when contracts reopen. 

Rubber workers provide a tip-off. They want a flat wage increase of 25 
cents an hour, 6 cents to remove "inequities," plus cost-of-living adjustments. 

This demand comes at a time when wage earners were never better paid. 
Hourly average niy hit a top of $1.45 in June. Weekly pay for factory workers 
rose to a new record of $58.89. See page 44 for more details on wages. 








Congress, too, is leary of curbing inflation if curbing hurts anyone. 
Farm-commodity prices are not to be allowed to drop to any great extent. 
Government surplus stocks are substantial in wheat, corn, cotton, butter, 
eggs, dried milk, some other commodities. Potato price still is pegged. 
Control bill of the President provided that Commodity Credit Corporation 
could sell these surpluses at the Government Support price. That would have 
enabled Government to push some farm prices down. But Congress said no. 
Surplus crops still must be sold at a level higher than support levels. 

















Nevertheless, sentiment is inclining toward the view that; if price control, 
wage control, rationing are not installed now, it's only a matter of time until 
such controls will be necessary. Inflation seems to be getting the upper hand. 
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COMES IN 
HANDY! 


In Peace—In War! 











_ HARBOR surprised and 
shocked America. What hap- 
pened after that surprised and 
flattened the Axis! 





American industry demon- 
strated the amazing ability of 
its big companies to expand 
swiftly and efficiently to meet 
any need! 







In Petroleum, companies like Socony- 
Vacuum with armies of technicians 
and workers, vast modern equip- 
ment, converted almost overnight 
to war production. 










For example, by March, 1945, the 
wartime peak, the petroleum indus- 
try had increased annual output of 
aviation fuels (all grades) by more 
than 40 times over 1940! And during 
the same period, Socony-Vacuum 
multiplied, by over 70 times, its Output 












of special high octane aviation gaso- 
line, one of U. S. A.’s most potent 
weapons of World War I]. . . with 
volume zooming from less than 
300,000 barrels a year to a staggering 
rate of 20,000,000 barrels! 










Today, by public demand, America 
is producing petroleum products at 
the yearly rate of over 2,080,000,000 
barrels—and Socony-Vacuum is 
proud of the bigness that enables 
it to do its part. 









The Flying Red Horse Companies 
SOCONY-VACUUM OIL COMPANY, INC., and Affiliates: 


MAGNOLIA PETROLEUM COMPANY ¢« GENERAL PETROLEUM CORPORATION 
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your summer visits with us pleasant 
. cheerful, colorful furniture in the 
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Nearly all subscribers to this 
magazine buy voluntarily. No 
salesmen call on them. They 
send in their checks regularly. 
This point has real signifi- 
cance for advertisers because 
they know that such highly | 
voluntary subscription meth- 
ods mean interested readers. 
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Dorden's 


DIVIDEND No. 162 





An interim dividend of sixty cents 

(60¢) per share has been declared 

on the capital stock of The Borden 

Company, payable September 1, 

1950, to stockholders of record at 

the close of business August 11, 1950. 
E. L. NOETZEL 


Treasurer 





July 25, 1950 
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We’ve Been Asked: 





WHO NOW GETS OLD-AGE AID 


Ten million individuals, starting next 
January 1, will be added to the 35 million 
now covered by old-age insurance. These 
new individuals will pay taxes and will 
be entitled to the same bigger benefits 
as those already covered. 

Businessmen, salesmen, farm workers, 
housemaids, lawyers and engineers who 
work for a salary, many others will be 
brought into the Social Security system. 
Their inclusion is compulsory. Inside the 
system, they will be assured of a pension 
at 65, on retirement. There will be bene- 
fits for the widow and for children under 
18, if the covered worker dies. There also 
will be cash death benefits, ranging from 
about $60 to $220. 

Exact methods of tax payment for 
some newly covered groups are not yet 
worked out. But every newly covered 
person can know that his new insurance 
will cost him something. At the moment, 
the main point concerns precisely who is 
to be covered, starting January 1. 
Will every working individual be 

covered by old-age insurance? 
No. But the great majority will be. If 
you are not now covered, you need to 
look into the new law carefully to find 
out if your status is changed. 


Are all businessmen covered? 

Most of them will be. Those now working 
for salaries already are covered. After 
January 1, so-called self-employed busi- 
nessmen and businesswomen will be cov- 
ered, too, if their earnings amount to 
$400 a year or more. 


Who is a self-employed businessman? 
A corner grocer is one. So is the operator 
of a filling station, and the neighborhood 
druggist. A carpenter who does odd jobs 
and gets paid directly by persons for 
whom he does the jobs is a self-employed 
businessman if he earns as much as $400 
a year. The same is true of an independ- 
ent painter or plumber, the operator of a 
barbershop and a yardman. A_ taxicab 
driver who owns his own cab is self- 
employed. Altogether, nearly 5 million 
self-employed will be brought under 
coverage. 


How does a self-employed business- 
man pay the tax? 

He will pay the Social Security tax along 
with his income tax, once a year. That 
means that his first payment will be due 
March 15, 1952, for coverage in the 
year 1951. The amount of tax will in- 
crease with a person’s earnings, up to 
$3,600, with the maximum payment for 
a year, under present rate, being $81. 


What of a farmer? 

A farm owner or the operator of a rented 
farm is not covered. A farm manage; 
however, is to be covered if he draws y 
regular salary. A regular hired man js 
too, if he works for one employer as much 
as 60 days per quarter and earns as much 
as $50 in that quarter. 


How is the tax paid for a farm worker? 
The farm operator must deduct the tay 
from the pay of the farm hand and match 
that amount himself. These payments ar 
sent to the Treasury. 


Are any lawyers covered? 
Yes, some are. If a lawyer is hired regu- 
larly by a partnership at a salary, fo; 





SELF-EMPLOYED BUSINESSMAN 
After January 1, he pays and he gets 


example, he is covered by Social Security 
as an employe. But, if he should later be 
taken into the firm as a partner. he no 
longer would be covered. Self-employed 
lawyers are among the professional groups 
specifically exempt from coverage. 


What about doctors? 

Self-employed physicians also are ex- 
cluded. But here, too, a doctor would be 
covered if employed at a salary by a firm 
or a group or an individual. The same is 
true of dentists and veterinarians. 


What other professionals are not cov- 
ered? 

Among other professionals exempt by law 

from coverage are self-employed engi- 

neers, architects, accountants, optome- 

trists, osteopaths, chiropractors, funeral 
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jirectors and accountants. But any of 
—— | these would be cov ered if he became a 


alaried employe of a company or an THESE fine chairs are eloquent spokes- 


dividual men for the quality of your business. 
ID 3 They make a good first impression of 
Are maids and other domestics cov- modern, attractive, and efficient operation, 

ered? This impression lasts. 


The C-1500A suite has the look and 
feel of quality in every line. Coil spring 
seat, covered with soft padding, provides 


they will be in many cases. Coverage 
s to be extended to most regularly em- 
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i rented 

weit loyed maids, cooks, gardeners, chauf- ; 
lager ger ther domestics. The test is: deep and resilient comfort. Modern de- 
iTAWws ; rev " ; é ig ie ign is graceft i “ti é ‘ree of fuss ; 
| a Coverage W ‘ll apply to any domestic who sign is graceful, func tional. free of fu and 
man js , ks Ss nti a a ays in a quarter fancy. Leather, fabric, or smooth-finish 
S$ mucl a j : : ' 

5 wie for one employer and earns $50 or more ae 









in the quarter. Casual workers who divide 
heir time among several employers are 


rat to be covered. 
orker? ff not to be coverec HARTER CHAIRS SAY 


the tar How is the tax to be paid for domes- 


match : 
nis ten tics? 
That’s to be worked out by the Treasury. 
(ne suggestion is that the amount of a : f 
jomestic’s tax be withheld from wages ; upholstery in the color of your choice. 
rege fe pevday. Then the employer woul . oo 
. ‘ 
ry, for dd an equal amount and send the tax ony aki: Gas anyone Tints deal Ses 


the Treasury along with a report. An- 
ther proposal is that a stamp system be 
wed to show the amount of tax paid by 
the domestic and the employer. 


helpful advice on office seating problems. 
We'll send along his name and address 
with free literature. Just drop us a line. 


Are insurance salesmen considered 
employes or self-employed? 

The law is changed to specify that full- 

time life insurance salesmen are employes. iii se ed 

This means that their Social Security 

taxes will be withheld from their pay 


and matched by their employers. But e 
no change is made in the status of those Moving 40GH : ? Surely you do not want to miss even one copy of 


this up-to-the-minute-news magazine. Help us to 
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STEEL CHAIRS ° POSTURE CHAIRS 


Write for free illustrated literature on C-I500A suite. 
Harter Corporation, 408 Prairie Ave., Sturgis, Mich. 





hey oll ony bo tought ur keep you well-informed about the fast-moving news events of the world 

ler Social Security as self-employed busi- by sending us your change of address at least two weeks prior to the 

Mi: wales thay wosk for sccm time the change is to become effective. And please send your old ad- 

dse and are insured as employes. dress as well as the new address to which this useful news magazine 
; should be sent. Help us to serve you promptly. 
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Wholesale salesmen usually will be cov- 
eed as employes, with their employers 


$= [withholding the tax. Door-to-door can- 
Poat vassers, working on a commission basis, Vii IS WHA THING (A 
N generally will be covered as_ self-em- oe 
gets Bployed. Other groups to be insured as 
employes include agent drivers and thy al 
‘urity ee drivers who distribute foods Wel US SPECI care In summer 
er be ff and laundry and cleaning services. Dairy 
€ 10 F drivers will be covered as self-employed, 
oyed f unless they work on a flat-wage basis. 
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Who else gets coverage? 
Some workers for the Federal Govern- 
ment will be brought into the system, 
€x- J where they are not already covered by 
d be Government retirement systems. Similar 
firm urangements can be made for coverage 
ne 1S Hot employes of State and local govern- 
ments, if requested. Nonprofit organiza- 
tons can decide for themselves whether 
to ask for coverage. 
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70 MAKE HAIR 18 


If your hair is thin- to graduate to Kreml Hair Tonic! 

ning or receding at Even on hottest summer days, Kreml 
temples—don’t keep _ keeps hair looking healthy and handsome 
gluing it down with —never greasy or plastered down. And 
greasy, sticky prod- Kreml alone has this special combination 
ucts which emphasize _ of rare ingredients to groom hair so that 
your sparse locks _ it looks thicker—like more than you’ve 
law All of these groups together make up the more—whichleavean got. Kreml Hair Tonic always feels so 
NS! F approximately 10 million individuals who | | ncomfortably hot, dust-catching, shiny- CLEAN—sO COOL on your scalp. Also 
me- F will be brought into Social Security at looking film on the scalp. Now definitely great to remove dandruff flakes and lubri- 
eral : is the time of year, the time in your life, cate dry, sun-baked hair. 
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Send This Issue 


To Your Friends 
.-e WITHOUT CHARGE 


U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of 
the August 4, 1950 issue of “U.S. 
News & World Report’’ with my 
compliments to the persons listed 
below: 
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News-Lines 





What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN find out from the Depart- 

ment of Labor about the re-employ- 
ment rights of men and women who 
leave jobs to enter military service. The 
Secretary of Labor issues a statement to 
remind both employers and employes of 
these rights under the Selective Service 
Act. Persons enlisting. drafted or called 
up as Reserves or National Guardsmen 
usually are entitled to their old jobs after 
discharge. 


# 2 


YOU CAN perhaps get a contract to 

sell the Government emergency food 
packets for use by American combat 
troops. The Department of the Army in- 
vites bids on three million such packets. 


YOU CAN, under a Government 

cost-plus-fixed-fee contract, some- 
times be reimbursed for part of the fees 
paid to members of a company’s board 
of directors. The Comptroller General al- 
lows one company to collect such pay- 
ments where part of the fees was related 
to performance of the contract. 


* + * 


YOU CAN, as an employer, take an 

additional 10 days to file your 
quarterly employer’s tax return under 
the Federal Insurance Contribution Act. 
Time for filing Form 941 is extended by 
the Bureau of Internal Revenue for em- 
ployers who also turn in reports showing 
full payment of taxes due for the quarter. 


* + 


YOU CAN sometimes be required to 

pay interest on the amount that you 
have to repay after renegotiation of 
your Government contract. A_ circuit 
court of appeals holds that the Govern- 
ment’s claim, under renegotiation of a 
wartime contract, is a debt. Interest is 
called for from the contractor from the 
time of official notice to the time of pay- 
ment. 


* &+ 


YOU CAN obtain from the Depart- 

ment of Commerce a new reference 
guide for businessmen interested in im- 
ports and exports. The booklet, entitled 
“Foreign Trade Practice (References 
Sources),” may be bought for 20 cents 
from Department of Commerce, Wash- 
ington 25, D. C., or from its field offices. 


YOU CAN perhaps get the courts to 
stop a union from picketing you 
home in connection with a dispute be. 
tween the union and yourself. as owner 
of a business. In reversing an earlier de. 
cision, a State court now grants an in- 
junction against such picketing. 


YOU CANNOT count on getting 

recognition of a partnership, for tay 
purposes, even though you have a cop. 
tract assuring you of a share of the profits, 
The U.S. Tax Court rules that a taxpaver 
merely had an employment contract to 
manage a shoe store where he did not 
share responsibility for debts of the busi- 
ness. The amount received by the tay- 
payer on termination of the agreement js 
held to be taxable as ordinary income, 
and not as a capital gain. 


a 


* 


YOU CANNOT safely assume that a 

strike is over merely because you 
striking employes stop their picketing 
The National Labor Relations Board 
finds that one employer was to blame in 
assuming strikers who did not return t 
work lost their standing as employes pn- 
tected by the Taft-Hartley Act. The 
union kept the dispute going by filing 
with NLRB charges of unfair labor prac- 
tices by the employer. The employer is 
ordered by the Board to reinstate certain 
workers and pay them for wages missed. 


* + 


YOU CANNOT, as an employer. te- 

fuse to bargain with the certified 
union in your plant merely because you 
doubt that a majority of your employes 
still belong to the union. NLRB decides 
that, under such circumstances, it is thé 
duty of the employer to ask the Board to 
hold another election. The employers 
contention that it was up to the union t 
seek a new election is rejected. 


* * 


YOU CANNOT, as a farmer, get as 

large a construction loan from the 
Government as heretofore. Terms of loans 
for farm buildings are tightened by the 
Secretary of Agriculture. They will be 
approved only when the amount of a 
loan plus any other indebtedness on the 
farm does not create a total debt of more 
than 95 per cent of the appraised value 
of the farm. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S. News & WorLD 
Report, on written request, will refer interested readers to sources of this basic material. | 
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LONDON....PARIS....-RIO DE JANEIRO....TOKYO.... 
-= >> Businessmen outside the U.S. see months of rising earnings, fatter profits, 
2 few new controls ahead. After five weeks of warfare in Korea..... 
» profits, Spurt in U.S. spending means boom sales to U.S., quick build-up in gold and 
axpaver dollar reserves, a chance to narrow the dollar gap. Fear of U.S. recession is 





tract to 
did not deader than a doornail, for the time being. New taxes, as in Britain, France, 


ag seem likely to be moderate. New controls appear some distance off. 
the tax- 
ment is 
income, 





>> U.S. buying for stockpile is of special interest to businessmen overseas. 
Feople in London, Singapore, Santiago, Leopoldville see a chance to clean up. 
It's noted in London that U.S. program, after four years of buying, spend- 
> that a ing some 2 billion dollars, is still only half finished. Another 4 years of 
pe a buying, expenditure of at least another 2 billion dollars, seem to be assured. 
Board Also noted: Price rises mean more U.S. dollars for a smaller quantity of 
a raw materials. Crude rubber, which the U.S. could have bought for 28 cents a 
eS pro- yound before the Korea war, now costs 48 cents or more. If U.S. plan is to buy 
The 100,000 tons of crude rubber for stockpiling during next 12 months, dollar cost 
des +o U.S., dollar income to rubber producers at current prices will be 96 million 
loyer is dollars instead of the 56 million that would have done the job before Korea. 
vd 








>> This is how London sizes up opportunities for sales to the U.S.: 

U.S. is at war. Defense stockpile, however, is not ready for war. 
aid London's guess is that U.S. stockpile may include 450,000 tons of rubber, 
Ise you 85,000 tons of tin, 200,000 tons of copper, 130,000 tons of lead, 80,000 of zinc. 
o— That's a lot more than U.S. had in 1941, but not enough for a long war. So: 
is the U.S. Congress will give the stockpiiers more money, fast, especially for 
vad t Scarce copper and zinc but also for rubber, tin, some 50 other items. Buying 
wigs will be slow only in lead, bauxite, mica, quinine, mercury, a few others. 
stockpile purchases are only a fraction of U.S. purchases. U.S. 











non t 
At that, 

industry, in a boom, with rearming beginning, has to have vast quantities of 

get as stuff from abroad. Without rearmament, during the 1948 boom, the U.S. bought 

rh two thirds of the world's copper, 40 per cent of the lead, half the world's tin 

by the and zinc, 45 per cent of the crude rubber, one third of the cotton and wool. 

vill be Additional sales to U.S. are to come from exports of finished goods from 


f ; ‘ P ° ; 
a Western Europe, especially. Britain expects to sell more motor vehicles. Bel- 


f more gium, Luxembourg report new U.S. orders for sheet steel. So does Western Germany. 
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>> It's obvious that a wartime Scramble for scarce materials is under way. 


-—s U.S. is bidding against Europe on a growing list of shortages--not just 
LS der 
vem 
ite rial. 
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BUSINESS AROUND THE WORLD-- (Continued) 


copper, Zinc, wool, but cotton, burlap, items like cadmium and tung oil, too. 
U.S. cadmium, priced at $2.15 a pound, finds Europeans offering $2.35. 
U.S. is bidding against Russia, also, in the race for rubber, tin, wool, 
Out of all this competition, two consequences can be foreseen: 





Preclusive buying, to keep scarce goods away from Russia, is probable. 
International controls, as in wartime, are to be expected. 








Raw-materials controls may take form of allocations through a combined 
U.S., British, Canadian board, or at least informal agreement among Western 
powers. Otherwise, U.S. Treasury will be in position of bidding prices up and up, 
and competing for scarce materials with nations the U.S. is helping to rearm. 


>> From now on, you'll hear less and less of dollar gaps, dollar shortages. 
Instead, as both U.S. and Western Europe get back into arms buSineSSeee.. 
Abundance of dollars is to dominate trade and production. 
Shortage of dollar goods is to replace the shortage of dollars. 








"Buy American" provisos in U.S. laws, as one. result, may wither away. 

For example: Attempts to work out a deal with Canada, using Canadian plants 
to make spare parts for U.S. tanks and planes, took over a year to negotiate, 
nearly bogged down in red tape because of "buy American" clause. Now, with U.S. 
economy under strain, with dollar goods getting short, U.S. needs to use allies! 





production facilities for certain items U.S. forces require. So pooling and 
co-ordination of arms output are indicated. "Buy American" will be less popular. 


>> Another result of rearmament in U.S. and Europe is to restore the bloom on 
the Schuman plan. Pooling West Europe's coal and steel seems more urgent with 
arms orders around the corner, with a steel surplus turning into a shortage. 
In Paris, where Schuman plan negotiators are at work, outlook is this: 
Draft of plan may be ready by October. This means agreement by delegates 
in Paris. It does not mean agreement by governments. Parliaments still have to 














approve. This won't be quick or easy, eSpecially in France. At best, plan 
will take months getting through parliaments and into operation. , 
As_ things stand, French have compromised ideas on top authority for plan, 





have all-out support of Italians, cautious support of Western Germans, support 
with reservations of Low Countries, barely concealed opposition of the British. 
Delegates in Paris, nevertheless, are making headway working out plan's details. 


>> U.S. rearmament isn't to hold back Brazil's steel industry. 
New U.S. credit makes a total of 70 million dollars for Brazil's National 
Steel Co. Money is for U.S. machinery, continued U.S. technical help. 
Result will be to make Brazil virtually self-sufficient in steel. 
Another result is a showing of practical U.S. aid to underdeveloped areas. 
Brazil's National Steel, using U.S. machinery and know-how, is paying back 
loans, last year paid 8 per cent dividend, put $5,600,000 into reserves. 








>> Side effect of Korea war, not much noticed as yet, is a rice crisis. 
Japan counted on 100,000 tons of rice from South Korea. That deal is off. 
Instead, it's up to U.S. now to find rice for South Korea as well as Japan. 
Southeast Asia, normally the big rice exporter, reports dwindling Supplies 
and mounting demands. U.S., Britain are stumped, don't know what to do next. 
Political consequences in Japan, in Southeast Asia can be serious. 
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A buying wave of unprecedented size Hiring of workers is active at plants 
is sweeping the country, forcing U. Ss. Money Supply— producing on military orders. New 
prices upward, soaking up stocks of New Expansion to Help Pay War Cost? claims for unemployment compen- 
goods and tightening the labor sation dropped to 210,000 in the 
market. Bils. week ended July 22, lowest since 
Department-store sales jumped Total Mcney Supply ae November, 1948. 
across the top border of the chart {$150 t t be Wage rates, free of control. seem 
below in the week ended July 22. | Pe headed upward. Average earnings 
At 399 on the indicator, sales were By Beak Poe oe % . of manufacturing workers reached 
34 per cent above June, 46 per cent chases | BA a record $1.45 per hour in June. 
above a year ago. The average for 100 Sot Securities : Construction workers won rate in- 
July may be about 365, up 17 per | | creases of 2.5 per cent in the second 
cent from the July, 1948, record. Money Supply fs quarter, largest in over 2 years. 
Details follow. Sof Fuel for inflation lies in the huge 
old Imports, etc. 2 eek 
a : money supply held by individuals 
Federal Gain Over 1949 = ; Pe . 
Remarc 4 Weeks Ended — Week Ended ~ 50 ae and_ business, consisting of bank 
| District June 24 July 15 July 22 wee OB deposits and currency in circulation. 
_ 1 ry Ke re 5 sis “ As shown by the top chart, the 
Kansas City 4 34 61 iS money supply totals 170 billion 
Atlanta 7 30 58 Ole dollars, 2.7 times that of 1939. Only 
St. Louis — 5 27 52 1915 25 "35 45 '50 a tight control over bank credit will 
Minneapolis 6 23 41 prevent loans from rising further, 
Chicago 4 23 43 aaa = ies a ‘ a ae 
ri 6 2] 37 adding to the money supply. To pay 
New York 0 16 33 for war costs the Government must 
Philadelphia 4 16 36 Industrial-goods wholesale prices use stiff new taxes and bond sales 
Boston 0 14 37 moved up on a broad front in the to the public, if it is to avoid having 
Richmond 4 12 27 i See ae are ieige eens x 
U.S. Total 3 a4 46 week ended July 25. Chemicals to sell its securities to the banks and 
and textile products made sizable so increasing the money supply. 
Carloadings of manufactured goods, gains. Building materials jumped 1 Idle dollars, meanwhile, are being 
reflecting business demand, rose to per cent to a new record high. thrown into circulation. Time de- 
376,832 in the week ended July 22, Even before the Korean war, busi- posits shrank 89 millions at report- 
up 17.6 per cent from a year ago ness demand had risen steeply. ing member banks from June 28 to 
and above 1948 for the first time. New orders received by manufac- July 19. Checking accounts are be- 
Lumber shipments were the heavi- turers soared to 22.6 billions in June, ing drawn against more rapidly. 
est since October, 1948. 13 per cent above the May record. Swollen spending of consumers and 
Sensitive commodities climbed to Unfilled orders, at 26.5 billions, business may be too great to be 
303 on the Bureau of Labor Statis- were up nearly 2 billions. curbed sufficiently by higher taxes 
tics index on July 27, highest since Inventories of manufacturers on July and Government controls now be- 
December, 1948. Between July 21 1 totaled 32.2 billions, up 700 ing considered. At this time a fur- 
and 27 rubber and wool each rose millions from June | for the largest ther rise in prices seems inevitable. 
8 cents per pound, tin 5 cents. gain since September, 1948. 
399.9 
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ALL-OUT WAR EFFORT NOW 
— THE BARUCH PLAN 


Full Text of Bernard Baruch’s Plea to Senate Committee 


for Immediate Wage and Price Controls, Rationing, 


Taxes to Cover Total Costs of Defense 





front for averting disaster? 

Bernard M. Baruch’s demand for total mobiliza- 
tion, given below, was powerful enough to cause a 
House committee to come within one vote of sub- 


war-power request. 
The elder statesman—he will be 80 on August 19 
—who advised Presidents in two world wars made 





EDITOR'S NOTE: What is the price to the home 


stituting a bill based on it for the President’s milder 


his plea to the Senate Banking and Currency Com- 
mittee on July 26. 


Defeat abroad and ruinous inflation at home are 


what he sees ahead unless wages and prices are flatly 
controlled, rationing instituted and taxes raised high 
enough now to cover all costs of defense. 


Mr. Baruch’s statement in full follows, with some 


of the subsequent questioning in the Committee and 
his answers. 











It is an honor to be asked to appear before this Committee. 

Events have left us no choice. We have to mobilize. Already 
our young men are being called. Casualty lists are coming in. 

The issue before us—before this Committee—is how quickly 
and how well is the job of mobilization to be carried out? 

Shall we do now what we know will have to be done later 
—and thus hasten the victory of peace? Or shall we fumble 
and falter and invite defeat? 

The League of Nations, already dealt a near-fatal blow by 
the defection of the U. S., was actually wrecked in 1931 when 
Japan invaded China and the world stood by. Had the effort to 
overrun Korea been ignored, the United Nations would have 
been wrecked. All of us—in this country and abroad—would 
have had to live at the point of a gun. America has taken its 
stand against aggression and international blackmail. Whatever 
the cost, I feel sure the American people will see it through— 
provided they are told what is expected of them and why. 

If we are to see it through, the legislation before this Com- 
mittee is vital. Many parts of this bill are excellent. There is 
one major fault which destroys much of its value. This bill 
does not go far enough. 

Experience has taught us that when the Government steps 
into the market with such enormous demands requiring such 
quick priority, you must control all prices, including wages, 
rents, food and other costs, eliminate profiteering and ration 
certain scarce essentials. This is not a pleasant outlook. Neither 
is that of the young man who has to go to battle. He risks all. 
Those who remain at home are called upon only to have less 
comforts. 

The situation is sufficiently grave to warrant an over-all 
ceiling across the entire economy, over all prices, wages, rents, 
fees and so on, with high enough taxes to prevent profiteering 
and to pay all defense costs and an all-embracing, effective 
system of priorities. 

In urging that, I do not propose to curtail civilian produc- 
tion merely for the sake of curtailment. The very fact that we 
face a struggle of such uncertain duration and cost means that 
the sooner our economy is brought under control the better. 

Far from being a source of hardship, the mobilization I en- 
vision would substantially strengthen this country. It would 
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minimize the actual denials we would have to undergo. It 
would reduce the risks of a third world war, by serving notice 
to the world that our tremendous economic potential is ready 
to be thrown against any aggressor, if necessary. 

Before the peace is won, we shall have to come to this mo- 
bilization. It will never be easier to do than now. 

As now drawn, the bill before the Committee defeats itself. 
This bill proposes a system of priorities over production, vet 
nowhere is provision made for controlling prices and other 
costs. Should this bill be enacted—without price control—the 
Government may get what it wants, but with needless delay 
and ever-increasing prices. The publié will be left to compete 
for the remainder—with the fattest pocketbook, not the great- 
est need, deciding who gets what is available. The cost 
every defense item will be needlessly increased; profiteering 
encouraged; cruel injustice inflicted upon millions with fixed 
incomes or who have no pressure group to represent them. 


This bill, gentlemen, is an invitation to inflation. 


No system of priorities can work effectively or for long, 
without price control. That was learned during World War I. 
It was forgotten and had to be learned anew, at what bitter 
cost, in World War II. Must we persist in repeating the mis- 
takes of the past, even to inviting disaster? 

This is what I had to say on the relation of priorities to 
price control nine years ago, before the House Banking and 
Currency Committee on Sept. 19, 1941. I quote: 


Priority means giving to one before another. When 
this happens the man who has been displaced will seek to 
replace his position. If the total supply is not sufficient 
to go around, he will bid a higher price to get what he 
wants... That is why Government priorities cannot be 
wholly effective without price control. As soon as a prior- 
ity is discussed—( May I emphasize this sentence) as soon 
as a priority is discussed, price control must be auto- 
matically considered too... 

“Much of the waste and confusion of our defense ef- 
forts today can be traced to the fact that priorities were 
instituted without doing the things that must go with 
priorities . . .” 


Priorities cannot stand alone. They must be seen as a part 
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of the whole, as one finger of the two hands needed to do the 
ob, Along with priorities and allocations must go the elimi- 
uation of profiteering; higher taxes; effective price, wage and 
aa controls; power to ration scarce civilian essentials where 
ycessary; the postponement of all less essential works; a re- 
jyction of unnecessary public and private expenditures; every 
fort to increase production; the development of substitutes 
or things in short supply; control of all exports and imports; 
snservation of what is scarce; and an organized self-restraint 
mong the people—the enlightened self-discipline to accept 
the denials which winning the peace entails. 

Some may disagree when these actions should best be taken. 
still, whatever action is taken now, must fit into a general 
mobilization, when, and if that becomes necessary. 

Surely, the least that should be done is to lay a sound foun- 
dation for the future. A system of priorities without price con- 
sol is a foundation built on shifting sands. 

It may be argued that the menace of inflation is not so 
frightful today, since we are not yet at war. Actually, the dan- 
vr is greater. Today our economy already is operating at full 
blast, with little or no slack. Our national debt is about 257 
billion dollars, about six times what it was when Hitler in- 
yaded Poland. Living costs have climbed so high that serious 
tardship already is being inflicted on many, particularly those 
with low or fixed incomes. 

Recently, the Senate passed a bill raising all Social Security 
payments and pensions for the aged, to offset the reduction 
in purchasing power since 1939. These higher payments which 
you have voted would be nullified by vour failure to enact an 
efective price-control law. 

Everywhere cities and States are searching desperately for 
the means of raising the salaries of teachers, firemen, police- 
men, nurses and others whose real wages have been so cruelly 
slashed by the inflation of the last 10 years. How much further 
can our cities and States go and still avoid disaster? 

The inflation of the last 10 years has undermined the sta- 
bility of all our colleges, churches, hospitals and other in- 
stitutions, shrinking the value of endowment funds while rais- 
ing operating costs. 

It is forcing the reorganization of health insurance and hos 
pitalization plans, raising the cost beyond the capacity of 
many to pay. 

It is cheapening the real worth of all insurance, all annuities, 
all savings. 

How much more inflation can our society stand? 

Price and other controls are often opposed out of fear that 
such measures will concentrate power in the Government and 
threaten our freedoms. By inclination, I, too, am opposed to 
Government controls. But the gravest threats to the preserva- 
tion of the American system today are not Government con- 
trols. They are military defeat abroad and further inflation at 
home. 

Let those who fear, as I do, too great a dependence upon 
Government ask what could make people more dependent on 
Government than inflation? 

To the extent that the value of saving is destroyed, so is the 
ability of individuals to care for themselves. 

To the extent that some are permitted to profiteer at the ex- 
pense of many, the confidence of people in government and 
justice is sapped, leaving grievances which the politically un- 
scrupulous can exploit. 

No more effective move to achieve economy in Goverm- 
ment can be taken than to stop inflation—now. At a time like 
this, all postponable Government expenditures should be 
eliminated. Each day that prices rise, the real value of every 
dollar appropriated by Congress shrinks. More billions will 
have to be voted to buy the same things; the national debt 
will mount needlessly. 

Some contend price increases can be prevented by public 
appeals and threats to invoke price-control legislation. That 
hope has already been dashed. Its fallacy lay in the fact that 
such threats could be effective only if price-control legislation 
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were already on the statute books, on a stand-by basis, ready 
to be put into instant operation. 

Under such a stand-by law, with its due notice, the Presi 
dent would have had the legal authority to roll back the price 
increases of recent weeks to levels prevailing before the emer- 
gencv began. The knowledge that the Government had this 
power might have prevented these price rises. 

That was one of the many reasons for my insistence over 
the vears on the necessity for putting into law a full stand-by 
mobilization program—to be able to prevent the runaway price 
increases which a war emergency always brings. Now, we 
have no alternative but compulsory controls—or pay the piper 
of inflation. 

To wait until prices have run out of hand before legislation 
is sought means that action will not be taken until too late 
until after additional inflation has taken place. 

This legislation before you proposes that we deliberatel\ 
refuse to lock the stable door until the horse is stolen. 

The rise in prices which has already occurred since the 
Korean outbreak will be used to justifv wage increases this fall 
and winter. Those wage increases may not do labor any good 
since higher wages will lead to still higher prices. Once the 
inflationary race has begun, it becomes ever more difficult to 
check. There will alwavs be new groups to cry, “Wait with 
vour controls until we have caught up.” 

The right time to stop inflation is always—now! 

It may be said that while it is true economically that prior- 
ities must be accompanied by price controls, it is too soon 
politically. The people aren't ready for it, so this argument 
runs, implying that we must wait for further disaster. 

Those who believe this, misread the temper and intelligence 
of the American people. Who opposes price control? The mil- 
lions whose savings will be reduced if inflation continues? The 
millions of teachers, firemen, policemen, nurses, civil servants, 
and others with fixed incomes? Old-age pensioners struggling 
on inadequate subsistence grants? Widows living on the in- 
surance left them by their husbands? Workers who find their 
real wages cut by rising living costs? Farmers who find the 
cost of the things they must buy mounting? 
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Is the omission of price-control legislation today but a 
repetition of the tragic blundering of the recent war? As you 
know, the price-control bill finally passed by Congress in 1942 
left wages to run free and allowed farm prices to rise to 110 
per cent of parity. That law legalized inflation. More than a 
year later, when this effort to control prices in piecemeal, 
partial manner broke down, a crude substitute for the over-all 
ceiling which I orginally proposed was adopted. But by then 
a terrible price had been paid in an inflation which added a 
hundred billions to the cost of the war, needlessly prolonging 
the conflict, unnecessarily increasing the toll of dead and 
wounded. 

Is a lack of courage to impose ceilings on wages, farm prices 
and profits the real reason why price controls are now being 
neglected? 

Wages, rent and food costs are the largest components of 
all prices. They cannot be left to run free, if inflation is to be 
halted. 

I believe that each of the major segments of society will 
submit to ceilings on their gains, if all are treated fairly and 
equitably. 

Under any system of price and wage control, machinery 
would be established for correcting inequities and for orderly 
changes where the needs of defense or justice required them. 

Many people, I realize, still hope that the Korean crisis will 
pass off without upsetting ourselves too much. This is a futile, 
illusory hope. That doesn’t mean I regard another world war 
inevitable. It is still possible to prevent another terrible con- 
flict—but only through a far greater effort than has thus far 
been proposed. 

We dare not blind ourselves to the fact that we are in a 
race against the enemy—and so far are lagging in that race. 
When the recent war ended we scuttled and ran, demobilizing 
before the peace was won. The Soviet Union, though, kept 
several million men under arms; their munitions plants con- 
tinued to produce sizable quantities of military weapons. 
While we were stocking our homes with refrigerators and 
television sets, the Soviets were stocking tanks and _ radar. 
Because we permitted the Soviets to gain this headstart in 
their mobilization, we now face a round of puppet aggressions 
—where next, who can tell? 

More than two years ago, in testifying on the so-called 
Marshall Plan, I warned that the time had come to mobilize 
the American economy if peace was to be preserved. Had we 
begun to mobilize then, two years ago, the Korean invasion 
might never have taken place. 

This lag behind the Soviet Union’s mobilization for war 
must be reduced. Korea is not the arena of final decision. It 
is to the basic disparity between the advanced Soviet mo- 
bilization and the lack of mobilization on the part of the de- 
mocracies that we must direct ourselves. 

The essence of our defense policy, I have repeatedly 
stressed, must be to pace ourselves vis-a-vis the Soviets. Even 
if the Korean affair did blow over, we still would have to mo- 
bilize—or invite aggression elsewhere. 

How large will the necessary effort be? I do not have that 
information. The President has already stated that it will ex- 
tend beyond the 10 billion dollars thus far requested. In his 
message to Congress, the President specifically mentioned the 
need to step up our assistance to Western European nations 
in rearming themselves against possible aggression. How 
rapidly that program must be pushed depends on the pace of 
Soviet rearmament. 

Nor is the effort required of us to be measured merely in 
terms of direct military needs. Our defensive strength reflects 
not only our military establishment, but innumerable other 
things, such as the state of our raw-material stockpiles, the 
number of freight cars we have, the adequacy of electric 
power, of oil supplies, steel capacity and so on. : 

We must develop new sources of supply or substitutes for 
chrome, manganese and other supplies which we must expect 
will be cut off in event of war. 
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To bring in any major expansion of plant capacity or of ray, 
materials takes 2, 3, in some cases 5 years. Should war break | 
out ir 2, 3 or 5 years, these deficits in our economy, would be 
sources of weakness, which would cost us dearly in blood and 
treasure. 

Put another way, what we do—or do not do—today will coy 
stitute sources of strength or weakness in event of war an 
time in the next five years. 

Wherever the gap between our normal civilian pursuits and 
what war might require is dangerously wide, steps should he 
taken promptly to narrow that gap. 

Many of these actions will require scarce materials 9, 
limited man power. Less essential civilian activities will hay, 
to be curtailed to free those resources. Voluntary controls 
cannot possibly be adequate for what needs to be done-if jt : 
is to be done in time. 

Only a selfish few can make voluntary controls unworkable. 
Voluntary controls are important for the transition period un- 
til the machinery of mobilization is set up. 

To limit the effectiveness of our mobilization to what can 
be done through voluntary means is to jeopardize everything 
we hold dear: our liberties, our possessions, the futures of our 
children. Shall we risk all that—for what? To avoid petty in- 
conveniences? For petty profit? 

Perhaps I should emphasize this thought. The term “mo- 
bilization” sounds bad. It raises frightening visions of all our 
young men thrust into foxholes, of all sorts of hardships and 
regimentations at home. But “mobilization” properly done 
can be a source of strength. 

Our aim should be to organize the nation so that ever 
factory and farm, every man, every dollar, every bit of mate- 
rial can be put to use where it will strengthen our defenses 
and fill the most essential needs first. There should be equal 
treatment for all. All demands should be kept in balance, for 
defense abroad and for defense at home, for the needs of our 
civilians and for our allies. 

The weight of the different elements to be kept in balance 
will shift with time. What I propose is that we organize our- 
selves—all our resources of men, money, materials, morale- 
so chat whatever happens—new aggressions abroad, possible 
destruction at home—whatever happens, the armed forces can 
get what they need, when they need it, with the least neces- 
sary dislocation of the civilians. 

This requires putting everything in readiness now-or- 
ganizing all our resources into pools that can be readily 
tapped, passing all necessary laws now, setting up the neces- 
sary machinery of mobilization and civilian defense so that itis 
capable of swift expansion, and creating now the central mo- 
bilizing agency to guide the flow of all our resources. 

Throughout our economy direction must replace drift. Pur- 
pose must replace aimlessness. 

Abroad there would have to be another body, in continuous 
operation, co-ordinating the actions of the other United Na- 
tions who are co-operating with us in their struggle for real 
and lasting peace. This organization might be developed out 
of the existing European Recovery Program. 

One of its functions would be to find and tap new re 
sources. It is not enough simply to divide existing resources. 
The total resources at the command of the free peoples of the 
world must be constantly swelled. 

America, by itself, cannot save the whole world. We can 
only help those nations who are willing to mobilize themselves 
to fight aggression. There must be a common sharing of bur- 
dens. It will not do for us to incur deficits, while others store 
surpluses for a “rainy” day. The rainy day has come. 

To sum up my recommendations: — 

1. Organize America for all-out mobilization, with a gen- 
eral ceiling over the entire economy to prevent further in- 
flation and an all-embracing system of priorities to strength- 
en our defenses and minimize dislocations. 

2. The very least that must be done is to amend this 
priorities legislation to provide for effective price and wage 
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control and rationing authority. To do less is to invite cruel 
suffering and possible disaster. 

3, Taxes high enough to eliminate profiteering and to 
cover all defense costs. These taxes should take effect for at 
least the second half of this year. 

4. Continued rent controls with provision for clearly 
justifiable increases. 

5. Prompt creation of an over-all mobilizing agency to 
synchronize all our efforts. 

’ 6. Postpone less essential expenditures. As an aid to that 
a capital-issues committee should be established under the 
Secretarv of the Treasury to review all capital issues, public 
and private, deferring less essential projects to make sure 
housing. schools, hospitals and other more essential needs 


are met first. 
, 7. Strengthen the United Nations by co-ordinating our 
efforts with it in common defense of peace. 

8. Speedier assistance in the rearming of those nations 
ready to resist aggression, along with the expansion of our 
own defense forces. 

Nearly three years ago I clipped an item from a newspaper 
shich seems Ominously prophetic today. It told of a boast 
nade by a Soviet general. This general boasted that the 
Western democracies were bound to be defeated by the Soviet 
Union because they would not make the sacrifices necessary to 
sm themselves. They prized their standards of living too 
highly. They would not be willing to accept the disciplines to 
put “guns” over “butter.” In Russia, though, this general 
wasted, the people were inured to hardship. The Soviet Gov- 
mment would force the sacrifices to mobilize. A lean and 
hungry but mobilized Russia would overrun a Western world 
which couldn’t bring itself to mobilize—in time. 

That is the test which confronts us—not only this country 
but all of the free peoples of the world. It is the choice of 
“‘yeace” or “butter,” of mobilizing our strength now, while 
peace can still be saved, or of clinging to petty wants and 
petty profits, imperiling our freedom and our civilization. 

No outside enemy can defeat us. We can defeat ourselves. 
Gentlemen. vours is the decision. Which shall it be—discom- 
fort or defeat? 

I submit to your questions. 

Senator Paul H. Douglas (Dem.), of I!linois. I am delighted 
that you take the stand that all of the cost of the war should 
fe met by taxes. 

Mr. Baruch. I would make taxes higher than a cat’s back. 
You know what I mean? 

Senator Douglas. A high cat’s back. 

Mr. Baruch. In war only. 

Senator Douglas. Was it not the failure of Congress and 
the Administration in 1917 to tax quickly which led to a large 
part of the public debt being incurred, and the wartime and 
postwar inflation which occurred—the rise in prices in the 
frst World War? 

Mr. Baruch, Yes, we had no experience to go on. 

Senator Douglas. That is right; I understand. And in the 
second World War— 

Mr. Baruch. Congress would not give any law either .. . 
Senator Homer E. Capehart (Rep.), of Indiana. You advo- 
cated this morning—and I think I am correct in this—price 
control on everything. 

Mr. Baruch. Yes, sir. 

Senator Capehart. Wage controls? 

Mr. Baruch. Yes. sir. 

Senator Capehart. Rationing of everything, increaSed taxa- 
tion? 

Mr. Baruch. Yes, sir. 

Senator Capehart. Allocation of materials? 

Mr. Baruch. Yes, sir. 

Senator Capehart. Rent controls 
power? 

Mr. Baruch. I didn’t say anything about allocation of man 


and allocation of man 


power, but that would come in indirectly. 
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Senator Capehart. Now, the President, with all the facts 
at his command, has asked the Congress to pass the bill | 
hold in my hand, S. 3936, which I believe you said this morn- 
ing was worthless unless price control, wage control and 
rationing was added to it. 

Mr. Baruch. Quite right. 

Senator Capehart. Do you think that we can sell the 
American people on accepting the sort of controls that you 
recommended this morning if the President is opposed to it? 

Mr. Baruch. Well, that, of course, would be difficult. | 
don’t think he went far enough. 

Senator Capehart. I understand. 

Mr. Baruch, I know that what he recommended will be 
a flat failure—at least I think so. 

Senator Capehart. Yes, you said that this morning. 

Mr. Baruch. I say it again. 

Senator Capehart. But my point is that he is the only per- 
son in the United States who has all the facts. We do not 
have them in the Congress. You do not have them, nor does 
anyone else. 

Mr. Baruch. 
periences. 

Senator Capehart. That is right. 

Mr. Baruch. I know that when you get priorities and take 
one thing away frem a man and there is a shortage, you have 
got to control the prices 

Senator Capehart. Now are you recommending that we, 
the Congress, declare an emergency; that we say that it is an 
emergency, and that the nation should mobilize 100 per cent? 
Would vou recommend that we do that? 

Mr. Baruch. I recommend putting it on the statute books. 

Senator Capehart. Even though he does not think he needs 
it? 

Mr. Baruch. He will need it. 

Senator Capehart. Do you know why he has not asked for 
this all-out mobilization? 

Mr. Baruch. No, sir, I have no information on the subject. 

Senator Capehart. Do you know why he has refused to de- 
clare an emergency as President Roosevelt did on May 27, 
1941? 

Mr. Baruch, No, sir .. . 

Senator Capehart. Well, you think that it is absolutely 
impossible today to work out world peace? 

Mr. Baruch. No one would dare strike us today if we had 
universal military service and a mobilization plan ready to go 
into effect. 

Senator Capehart. You really believe that? 

Mr. Baruch. Oh, yes, sir. I wouldn't say it if I didn’t be- 
lieve it. 

Senator Capehart. Well, then, evidently you believe that 
Russia is behind the Korean situation. 

Mr. Baruch. Yes, sir. 

Senator Capehart. And Russia is responsible for the North 
Korean attack on South Korea. 

Mr. Baruch. I think Senator Robertson brought out a good 
point when he said we had a line—Japan, Okinawa and the 
Philippines—and that left out Korea, and that there was an 
open piece of real estate there and Stalin moved in. 

Senator Capehart, I believe it was said this morning here 
that the Congress was possibly behind the thinking of the 
people. Don’t you think the Administration is’ likewise be- 
hind the thinking of the people? 

Mr. Baruch. Yes, sir. 

Senator Capehart. Do you think it might be wise to adopt 
some sort of a tax in which all the money received under that 
specific plan would be set aside for national defense? 

Mr. Baruch. Yes, sir. 

Senator Capehart. And not be mixed in with general 
operating expenses? 

Mr. Baruch. It would be a good idea to do that, and until 
a certain amount of the debt is retired, you shouldn’t spend 
money for anything else. 


But I do know this. I have had two ex- 
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THE BLOOD-STAINED GAVEL 


By DAVID LAWRENCE 


Y ESTABLISHED PROCEDURE, a different member 

country in the Security Council of the United Na- 

tions is entitled every six months to designate its am- 
bassador as the presiding officer of the Council. 

It is Russia’s turn now, and the chief Soviet delegate, 
Jacob Malik, announced last week that he would wield 
the gavel. 

The hands of the Russian envoy, however, are cov- 
ered with the blood of American boys and the boys of 
other countries who have been killed or wounded as a 
direct result of the aggression motivated by the Soviet 
Union in North Korea. 

Everybody knows this to be a fact. But with that 
convenient blindness which diplomacy sometimes af- 
fects, the U. N. chooses apparently not to take notice of 
the Russian aggression. Will the U.N. let a nation 
which has brought death to the troops of its own side 
go scot free? 

Why is the Russian envoy permitted to preside over 
any council or committee of the U.N.? The Soviet 
Government, in fact, forfeited its membership by with- 
drawing from all U.N. meetings during the last six 
months. Is the U.N. to be trifled with as members 
whimsically abandon or resume their membership ac- 
tivity at will? 

Has the Moscow government sent its envoy back 
now only to make a mockery of the U. N.—to conduct 
a propaganda of harassment and obstruction? Even if 
the Soviet Union makes a mock offer of peace negotia- 
tions, does this mean that an aggressor state is not to 
be punished for its own wrongdoing and is to be ac- 
cepted again as if nothing had happened? 


Article Six of the Charter says: “A Member 
of the United Nations which has persistently violated 
the Principles contained in the present Charter may be 
expelled from the Organization by the General Assem- 
bly upon the recommendation of the Security Coun- 
esl?” 

What is the value of that article if it is not to be en- 
forced? 

It is, therefore, incumbent upon the United States 
to point out now that Russia has violated the resolu- 
tion of June 25 which demanded that all nations which 
did not help the U.N. forces should at least refrain 
from helping the aggressor forces in Korea. 

The test of the U.N. as an organization that can 
maintain world peace is at hand. If it is only a debat- 
ing society or a convenient meeting place for propa- 


gandists and counter-propagandists, the sooner the 
world recognizes that self-imposed limitation, the 
sooner the free governments which have the real re. 
sponsibility of maintaining peace by their own forces 
must get together for collective action unimpeded by 
Russian tactics of harassment. 

If, however, the U.N. is the strong world organiza- 
tion which the peoples of the democracies earnestly 
want it to be, then the U.N. will expel or suspend the 
Communist representative until the whole aggression 
in Korea is thoroughly investigated and penalties are 
imposed for the aggression which the Soviet instigated. 


This is a time for the exercise of moral force— 
the faith that is based on conviction, the faith that is 
unafraid. Too much lately has been said in official cir- 
cles about the possibility of ‘offending’ Russia. The 
Soviets do not hesitate in their propaganda every day 
to offend and insult the free governments and peoples 
of the world. Strong language is perhaps something 7 
io vy fully understand. 

The Kremlin will not long endure as a government 
if the Russian people learn the true story of what their 
own government has been doing behind the scenes to 
destroy the chances of orderly settlement of disputes 
and world peace. That story can and must be told— 
and the U.N. should take the first step in telling it. 

The U.N. should not permit in its councils any gov- 
ernment whose hands are stained with blood. The 
Communist regime in China has had a vital part in 
aiding North Korea. It has been sending reenforce- 
ments there. It is in league with Russia in these acts 
of aggression. The Communists should not be recog- 
nized nor any other government representing China be 
given a seat in the U.N. until it can demonstrate that 
it is discharging international obligations faithfully 
and that it holds power through the will of the people. 
Plainly the application of Communist China for mem- 
bership should be tabled for consideration only when 
these conditions have been met. 

The U.N., when created in 1945, raised high hopes 
throughout the world. It can fulfill the expectations 
of the free peoples who set it up by acting resolutely 
and boldly in the present crisis. It must not be timid. 
It must not pussyfoot. 

The world expects the U.N. to function as a group 
of brave nations wants it to function—with the moral 
strength of conviction and the firmness that comes out 


of a righteous purpose. 
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ment. Making aluminum strong. Making it easy to build with. 
Increasing its natural weather resistance to the point where 
maintenance is negligible. The modern building is a dramatic 
illustration of today’s “‘better buys” in aluminum—thousands of 
products for work, leisure; for home, farm, industry. ALUMINUM A Ke OA 


COMPANY OF AMERICA, 1 796H Gulf Building, Pittsburgh 19, Pa. 
FIRST IN 


ALUMINUM 


WANT MORE INFORMATION on aluminum building The light metal 
products? Homeowners, write for window booklet “Lighter 

To Live With’. Farmers will be interested in the folder that lasts 
“Longer Lasting Roofs’. Architects and industrialists should 

have the Architectural Forum reprint “The Davenport Story”. 
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